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Comm’r of Internal Revenue 305 
[Title of Circuit Court of Appeals and Cause. ] 
NOTICE OF FELLING OF PETITION FOR KRit- 
VIEW OF DECISION OF THE TAX 
COURT OF THE UNITED STATES 
To: Commissioner of Internal Revenue, 


Internal Revenue Building, 
Washington D. C. 


And To: 

J. P. Wenchel, Chief Counsel, 
Bureau of Internal Revenue, 
Internal Revenue Building, 
Washington, D. C.; 


B. H. Neblett, Division Counsel, 
3ureau of Internal Revenue; 


Ear] C. Crouter and 
B. M. Coon, 
Special Attorneys, 


Bureau of Intermal Revenue; 
Attorneys for said Commissioner. 


You, And bach Of You, Are Hereby Notified that 

George 8. Gaylord, the above named petitioner, did 
on the day of October, 1944, file with the Clerk 
of The Tax Court of the Umted States, at Wash- 
ington, D. C., a petition for review by [275] the 
United States Cirenit Court of Appeals for the 
Ninth Circuit of the decision of said tax court here- 
tofore rendered in the above entitled cause. A copy 
of said petition as filed is hereto attached and 
served upon vou. 
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Dated: This day of October, 1944. 
THOMAS A. J. DOCKWELLER 
whose post office address is 1035 I N. Van Nuys 
Building, 210 West Seventh Street, Los An- 
geles 14, California. 
JAMES W. BONTEMS C.P.A. 
Whose post office address is 215 West Sixth Street, 
Los Angeles 14, California. 
Attorneys for said petitioner 
reorge S. Gaylord 


Personal service of the foregoing notice of filing 
and of a copy of the petition for revew therein re- 
ferred to is hereby acknowledged this 11th day of 
October, 1944. 

J. PB WENCHEL. 
Chief Counsel, Bureau of In- 
ternal Revenue; 
B. H. NEBLETY, 
Division Counsel, Bureau of 
Internal Revenue. 
HARL C. CROUTER and 
B. M. COON, 
Special Attorneys, Bureau of 
Internal Revenue. 
[Signed ] J. P. WENCHEL. CAR. 
Attorneys for said) Commis- 


sioner 


[Mndorsed]:  T.C.U.S. Filed Oct. 11. 1944. [276] 
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[Title of Cirenit Court of Appeals and Cause. ] 
PETITION FOR REVLEW OF DECISION OF 
THE TAX COURT OF THE UNITED STATES 
To The Honorable United States Cirewit Court of 
Appeals for the Ninth Circuit and the Judges 
thereof : 


Comes now your petitioner Gertrude H. Gaylord 
(hereinafter called petitioner or Mrs. Gaylord), by 
Thomas A. J. Dockweiler and James W. Bontems, 
her attorneys, and files with the clerk of the Tax 
Court of the United States her petition for review 
of the decision of The Tax Court of the United 
States and the Honorable Bolon B. Turner, a judge 
of said court, entered July 14, 1944, hereinafter 
referred to, and respectfully shows: 


L. 
COURT IN WHICH REVIEW IS SOUGHT 
AND JURISDICTION 


This is a proceeding for review by the United 
States Cirenit Court of Appeals for the Ninth Cir- 
euit of a decision [277] of The Tax Court of the 
Umited States entered July 14, 1944. determining 
against petitioner a deficiency in her income taxes 
of $1,087.10 for the taxable vear 1936, of &4,922.60 
for the taxable vear 19387 and of $1,998.19 for the 
taxable vear 1939. Petitioner is an individual and 
is now and at all times since prior to the year 1936 
has been a resident of the Citv of Pasadena, in the 


County of Los Angeles, in the State of California. 
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The respondent herein (heremafter called Commis- 
sioner) is the duly appointed, qualified and acting 
Commissioner of Internal Revenue appointed and 
holding his office by virtue of the laws of the United 
States of Amerca. Petitioner filed with the Col- 
lector of internal Revenue for the Sixth District 
of California, at los Angeles, Califorma, her in- 
dividual returns of the ineome taxes in respect 
of which the aforementioned deficiency was so de- 
termined by The Tax Court of the United States. 
Said district and the office of said Collector of 
Internal Revenue are located within the jurisdic- 
tion of the United States Cireuit Court of Appeals 
for the Ninth Circuit. Jurisdiction of said United 
States Ciremit Court of Appeals for the Ninth 
Circuit to review the above referred to decision of 
The Tax Court of the United States is provided 
for in Sections 1100, 1141 and 1142 of the United 
States Internal Revenue Code. 


IT. 
PRIOR PROCEEDINGS 


On September 17, 1941, Commissioner mailed to 
petitioner [278] a notice of deficieney in which 
Commissioner advised petitioner that the deter- 
mination of her imeome ability for the taxable 
vears 1936 to 1939, inclusive, disclosed a deficieney 
of $8,043.63, or $1,087.40 for 1936, 84,925.01 for 
1937, $32.51 for 19388 and 1998-71 for 1939. On 
November 26, 1941, petitioner filed with the United 
States Board of Tax Appeals (now The Tax Court 
of the United States) her verified petition for a 
redetermination of such deficiency. Commissioner 


Comm’r of Internal Revenue 309 


filed with said Board his answer to said petition on 
January 2, 1942. On September 17, 1941, Commis- 
Sioner also mailed to George 8S. Gaylord, peti- 
tioner’s husband (hereinafter referred to as My. 
Gaylord) a notice of deficiency im which Commis- 
sioner advised him that the determination of his 
income tax hability for the taxable years 1936 to 
1939, inclusive, disclosed a deficiency of $32,380.50, 
or $9,650.54 for 1936, $9656.54 for 1937, $6746.10 for 
1938 and $6327.02 for 1939. On November 10, 
1941, he filed with said Board his verified petition 
for a redetermination of such deficiency; to which 
petition Commissioner filed his answer on December 
9, 1941. As the issues of fact and law involved n 
the case made by Mr. Gaylord’s petition and Com- 
missioner’s answer thereto included, inter alia, the 
same issues of fact and law (except for differences 
in total amounts of money or value concerned) as 
those arising from Mrs. Gavlord’s said petition and 
Commissioner’s answers thereto, said Court consol- 
idated the two cases for hearing and they were 
heard together by said Tax Court, the Flonorable 
Bolon b. Turner, a judge thereof presiding, on 
April 2 and 3, 1948, at Los Angeles, California. 
On [279] February 18, 1944, that court, by said 
judge, promulgated its findings of fact and opimion 
deciding against Mr. and Mrs. Gaylord the issues of 
fact and law now brought up by Mrs. Gaylord in 
this petition for review. Though they moved for 
reconsideration by said Tax Court of its deter- 
mination, so announeed, that (1) the income for 
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the years 1936 through 1939 of the hereinafter re- 
ferred to trust was taxable to Mr. and Mrs. Gavlord 
and (2) the basis for computing gain on eertain 
stock sales by them and said trust during said vears 
was less than the value claimed by the taxpayers, 
which motion was filed with said court March 17, 
1944, it denied such motion March 18, 1944. The 
hereinbefore stated decision of which review is now 
sought followed on July 14, 1944. The controversy 
involved in this review concerns only a part of the 
issues which were before said Tax Court in those 
proceedings. 


TU. 
NATURE OF THE CONTROVERSY 


The nature of the controversy involved in this 
proceeding for review, stated as briefly as its fac- 
tual backeround permits, is as follows: 

There are two principal questions, which are the 
same as those presented in petitioner’s above men- 
tioned motion for reeonsideration: (A) Was said 
trust at any time durmneg the years 1936 through 
1939 revocable by the trustors thereof, Mr. and Mrs. 
Gaylord, or cither of them, and hence the trust 
income for those vears taxable to them. and 
(B) what was the basis for computing gain on 
certain stock sales made by Ma. and Mars. Gavlora 
and said trust during said vears? [280] 


A. Question of Revoeability of the Trust. 

Ln the year 19385, prior to the execution and ac- 
knowledement of the declaration of trust dated 
November 7, 1935, hereinafter referred to, it was 
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agreed between Mr. and Mrs. Gaylord that if he 
would contribute to an irrevocable trust to be 
ereated for the uses and purposes and upon the 
terms and conditions set forth m such declaration 
9000 shares of Marathon Paper Mills Company 
common stoek owned by him as his separate prop- 
erty, such shares to be a part of the trust estate 
to be provided for in such trust, she would con- 
tribute to such trust as a part of such trust estate 
in trust for the same uses and purposes and upon 
the same terms and conditions 2000 additional 
shares of such stock owned by her as her separate 
property, and, reciprocally, that 1f she would make 
such contribution he would make such contribution 
of 5800 shares. Accordingly they instructed their 
attorney to prepare a declaration of trust for such 
an irrevocable trust. He thereupon prepared a 
declaration of trust dated November 7, 19385. which 
Mr. and Mrs. Gaylord signed about December 11, 
1935. On that dav thev acknowledged before a 
notary public in Los Angeles County, Calforma, 
its execution and left it in the attormev’s custody, 
Where it remained wntil the above mentioned hear- 
me before said Tax Court. Pursuant to ther pre- 
cedent agreement Mr. Gavlord contributed Jis 5000 
and Mrs. Gaylord her 2000 shares of Marathon 
Paper Mills common stock to such trust in the vear 
1935. Both of them in creating said trust (herein- 
after referred to as the trust) proposed, intended 
and understood that they were creating an irrevo- 
eable trust of that stock and its proeceds [281] for 
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the uses and purposes and upon the terms and ¢on- 
ditions set forth in said declaration and that neither 
they nor either of them had any power to revoke 
such trust or to make any change therein. In con- 
nection with their execution of said declaration 
their said attorney advised them that the trust was 
irrevocable. Upon acquisition for the trust by its 
trustees, with proceeds of sale of certain of the 
stock thus contributed, of real property in the juris- 
dictions hereinafter named, said declaration was 
recorded in 1937 in the office of the County Re- 
corder of Los Angeles County, Califormia, and in 
1938 in the respective offices of the clerks of the 
county courts of Cameron, Hidalgo, Potter and 
Jim Wells Counties, Texas. For such Yexas re- 
cordings there was an additional acknowledgment 
of execution of said declaration by Mr. and Mrs. 
Gaylord and eertification thereon of such acknowl- 
edgement in Texas form on January 6, 1938, before 
the same notary. 

In said declaration of trust Mr. and Mrs. Gavierd 
(who are therein called ‘‘trustee’*) declared that 
they hold and will hold said 7000 shares in trust for 
the uses and purposes and upon the terms and con- 
ditions set forth in said declaration, whose sahent 
provisions may be summarized as follows: ‘The 
fristee (this designation also including all sucees- 
sors in the trusteeship of the trust) shall, during 
the existence of the trust, take charge of and pos- 
sess, manage and control all of said shares and all 
principal proceeds theree! and investments and 
reinvestments thereof and property substituted for 


Comm’r of Internal Revenue 313 


any of said stock, proceeds, investments or reinvest- 
ments (all of which [282] are referred to in said 
declaration as the ‘trust estate’’), collect the in- 
come of the trust estate, and mvest the trust estate 
in such manner as the trustee may deem advisable, 
and for or in connection with anv of the aforesaid 
purposes or any purpose of the trust to sell or 
otherwise dispose of the trust estate upon such 
terms and for such consideration as the trustee may 
deem advisable. From the gross income of the trust 
estate or, if it be necessary, from the trust estate, 
the trustee shall pay taxes on the trust estate and 
may also pay reasonable costs, expenses, charges 
and liabilities necessarily expended or incurred by 
the trustee in connection with the collection, care, 
administration, management or distmbution of the 
trust estate or income thereof and also, if the trus- 
tee 1s a Corporation or person or persons other than 
Mr. or Mrs. Gavlord, reasonable fees or compensa- 
tion for the services of the trustee in the adminis- 
tration of said trust. The entire net income received 
from the trust estate and available for distiibution 
shal! be distributed by the trustee, either monthly, 
quarterly or semi-annually as the circumstances end 
conditions of the trust estate will most conveniently 
permit, but in any event annually, to Margaret 
Gavlord Rirppel (hereinafter referred to as Mrs. 
Ruppel) and Gertrnde Gavlord (hereinafter re- 
ferred to as Mrs. Bruce), who are the dauehters of 
Mr. and Mis. Gavlord, and the survivor of said 


danehters, share ond share alike, while heoth are 
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living. In the event of the death of either of them 
leaving lawful issue then such issue, so long as it 
shall continue to live during the existence of the 
trust, shall be [283] entitled by right of representa- 
ion to the share of such net income which the 
daughter so dying would have been entitled to if she 
had continued to live. The trust shall ipso facto 
terminate upon the attainment of the age of thirty 
vears by Mrs. Bruce or her death prior thereto. 
Upon such termination all of the trust estate then 
in the possession or control of the trustee as the 
same then exists shall immediately vest in and be 
delivered by the trustee to said two daughters or the 
survivor of them living at the time of such termin- 
ation, share and share alike, if both of them shall 
then be living. However in the event of the death 
of either of them prior to such termination leaving 
her surviving at the time of such termination lawful 
issue then the share of the trust estate she would 
have taken if she had been living at sueh termina- 
tion shall upon such termination immediately vest 
in and be delivered by the trustee to such lawful 
issue by meht of representation. If wpon the ter- 
nunation of the trust there shall then be living 
neither of said daughters nor anv lawful tssue of 
them, then upon sueh tremination the trust estate 
shall vest in and be delivered to Mrs. Gavlord. 
Every beneficiary of the tvust is restramed from 
In any manner antieipating, encumbering or alien- 
ating any right, interest or estate in principal or in- 
come of the trust. In distributing principal of the 
trust estate the trustee shall determine the method 


Comm’r of Internal Revenue 315 


or procedure to be followed and shall execute all 
instruments necessary to confirm in the distributee 
title and possession to principal distributed. In- 
validity of any provision of the trust, if [284] ever 
decreed by a court of competent jurisdiction, shall 
not vitiate such as are valid. Mr. and Mrs. Gaylord, 
or either of them, can, with the trustee’s written 
consent, add other property to the trust estate for 
the same uses and purposes and upon the same 
terms and conditions set forth in said declaration. 
Mr. and Mis. Gaylord, or either of them, can resign 
at any time as trustee of the trust. Upon death or 
such resignation of either Mr. or Mrs. Gaylord the 
other of them shall act as the trustee with all mghts, 
powers, authorities, discretions and exemptions pro- 
vided for the original trustees of the trust. Mr. 
Gaylord or in absence of any such appointment by 
him, Mrs. Gaylord, shall have the right to appoint 
successor trustee or trustees of the trust in case 
neither Mr. or Mrs. Gavlord is acting as trustee. 
In the event neither of them is so acting and there 
is no such appointment The Northern Trust Com- 
pany. of Chicago, Illinois, and anv successor or 
assion of it shall ipso facto succeed as trustee of the 
trust. Finally, no seeurity shall ever be required 
of the trustee for the performanee of any duty or 
trust under said declaration. Though said deelara- 
tion contained no statement that it was irrevocable, 
no night to change or revoke the trust was reserved. 


In connection with the erention of the trust and 
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as a part of the same transaction Mr. and Mrs. 
Gaylord each personally signed and under date of 
February 3, 1936, executed under oath a gift tax 
return for the calendar year 1935, which was filed 
in the office of the Collector of Internal Revenue at 
Los Angeles, California, March 10, 1936. Myr. Gay- 
lord’s said [285] return included his contribution 
to the trust of his 5000 shares of Marathon Paper 
Mills common stock mentioned in said declaration 
of trust, and Mrs. Gavlord’s said return covered 
her 2000 shares of such stock appearme in said 
declaration of trust. In each such return specific 
reference was made to the trust and it was expressly 
declaved that the ‘‘@ift’’? represented by the declar- 
ant’s aforesaid contribution to the trust was made 
‘By the creation of an irrevocable trust for the 
benefit of another.’? The only trust to which refer- 
ence Was made in said gift tax returns was the trust 
provided for in said declaration of trust dated 
Noventber 7, 1955. There was no other trust then 
in existence. All entries mm said returns are in Al™. 
Gavlord’s own handwriting. Mr. Gaylord upon so 
filing his said return paid a eift tax shown thereon 
in the amount of $2,581.27 and later under date 
of December 28, 1936, paid to said collector an addi- 
tional tax of $90.05 assessed on said return. Noe 
part of any gift tax so paid was ever refunded to 
Mr. Gaylord. Because of exemptions and exclu- 
sions no gift tax was pavable by Mrs. Gavlord on 
her suid return. 

In the heemnine of the vear 1940, long before 
any question was raised as to the revoeability or 
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irrevocability of the trust. Mr. and Mrs. Gaylord, 
upon advice of counsel and out of an abundance of 
caution, signed and executed a certain Declaration 
Heine A Part OF A Certain Declaration Of Trust 
Dated November 7, 1935, which was dated Novem- 
ber 7, 1955, and acknowledged and sworn to by 
them under date of March 27, 1940, before a notary 
public in Los Angeles County, California, and [286] 
recorded in the office of the conuty recorder of 
that county March 28, 1940. In this instrument, 
after referring to said declaration of trust dated 
November 7, 1955, hereinbefore summarized, Mi. 
and Mrs. Gavlord declare that the trust provided 
for in said declaration was always intended and is 
intended by them to be and its and shall always 
be absolutely irrevocable and that such further dee- 
laration is and is mtended to be and shall always 
be a part of and taken with and construed as a part 
of said declaration of trust the same as thoneh it 
had been physically inmeorporated in said declara- 
tion of trust. 

Of the two first named beneficiaries of the trusi, 
Mrs. Ruppel was born November 10, 1904, and Mrs. 
3ruce May 31, 1916. Both of them are living and 
each of them has lawful issue ving. Mrs. Ruppel, 
by a first marriage, had two children, Barbera 
Brunker, born October 14, 1925, and Robert Henry 
Brunker, born June 3, 1928, both still living. Mrs. 
3ruce married May 29, 1937, and has as issue there- 
of a daughter Ann Bruee, born in April, 1938, and 


still living. 
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The above mentioned 7000 shares of Marathon 
Paper Mills common stock referred to in said dec- 
laration of trust dated November 7, 1935, were 
subsequently sold by Mr. and Mrs. Gaylord as 
trustees of the trust as follows: 4000 in the year 
1936, 1600 in the vear 1937, 1000 in the vear 1938, 
and the remaining 400 in the year 1939. Such sales 
were shown in the fiduciary returns of the trust’s 
income for those years by Mr. and Mrs. Gaylord 
as such trustees. 

Until so sold the certificates for such shares were 
[287] kept in a safe deposit box in the State of 
California under the name of the trustees of said 
trust. All of said 7000 shares were so sold and 
delivered upon sale either in Chicago, Illinois, or 
the City of New York, New York. It was only in 
Chicago or New York that sales of such shares were 
made by said trustees. All such sales were made 
for cash, all of which was deposited by said trustees 
m the Harms Trust & Savings Bank in Chicago, 
Thinots. 

The funds of the trust in the vears 1936, 1937 
and 1988 were kept on deposit in the names of said 
trustees as such trustees with said Harris Trust & 
Savings Bank in Chicago, Tlinois. In the years 
1939, 1940 and 1941 all of the bank atcounts ot 
the trust were kept with that bank end with Bank- 
ers Trust Conrpany m said City of New York. 

During the year 1958 over £94,000.00 of the pro- 
ceeds Of sales of Marathon Paper Mills stock bhe- 
longing to the trust theretofore made was invested 
by Mr. and Mrs. Gavlord as trustees of the trust 


Comm’r of Internal Revenue 319 


in, and by way of purchase for the trust of, certain 
improved income producing real properties in the 
state of Texas, sueh properties being located in 
the cities of Amarillo, Alice, MeAllen and Harlin- 
een in that state. The title to such property so 
purchased was taken m the name of Mr. and Mrs. 
Gaylord as such trustees. Said real property ever 
since has been owned and held by the trustees of 
the trust for the benefit of the trust and its bene- 
ficiaries. 

All of the rents belonging to the trust received 
by its trustees from the above mentioned real prop- 
erty in the State [288] of Texas in the years 1938 
and 1939 were included in the fiduciary returns by 
said trustees of the income of the trust for said 
vears. The net rents from said real property so 
included amounted to #8,859.95 for the yenr 1938 
and 86,370.67 for the vear 1939. 

Kach of the two beneficiaries of the trust. Mrs. 
Ruppel and Mrs. Bruce, who were then entitled to 
all of the net income thereof in equal shares be- 
tween them, ineluded in her individual income tax 
return for each of the years 1936, 1937, 1938 and 
1939 her one-half share of the net income of the 
trust for that vear as shown by the fiduciary return 
of the trustees of the trust for that vear, mncluding 
her share of the net income of the trust from the 
rents from said Texas real property, and paid to 
the Collector of Internal Revenue at Los Angeles, 
California, with whom all of said individual and 
fiduciary returns were filed, income tax on her one- 
half of the net income of the trust. Such income 


320 George S. Gaylord vs. 


included her share of the taxable capital gain, as 
shown on said fiduciary returns, on the above men- 
tioned sales in the years 1936 to 1939, inclusive, 
of the 7000 shares of Marathon Paper Mills Com- 
pany common stock belonging to the trust. 

On the foregoing facts respondent Commissioner 
determined and contended before The Tax Court 
of the United States that the trust was revocable 
by Mr. and Mrs. Gaylord, or either of them, at all 
times during the years 1936 through 1939 and, con- 
sequently, under the provisions of Section 22(a) 
and/or Section 166 of the Revenue Acts of 1936 
and 1938 and/or the same sections of the Internal 
Revenue Code, all of the net [289] income of the 
trust for those vears, which in those vears had 
been distributed by the trustees of the trust to the 
beneficiaries thereof, Mrs. Ruppel and Mrs. Bruee, 
constituted income of Mr. and Mrs. Gaylord in the 
relative proportions of their respective contribu- 
tions to the trust, that is, two-sevenths to Mrs. Gav- 
lord, because she had contributed 2000 of the 7000 
shares of Marathon Paper Mills Company stoek 
fo the trust. and five-sevenths to Mr. Gaylord, he- 
cause he had eontributed the other 5000 shares of 
such 7000 shares forming the orginal eorpus of the 
trust, and that. accordingly, petitioner Mrs. Gay- 
lord was chargeable for the vear 1986 with #12.- 
916.36 of the trust’s net mecome, for the vear 1937 
with $9,449.31 of the trust's net income and for 
the vear 1939 with $7.201.17 of the trust’s net m- 
come. On the contrary, petitioner contended to the 


Commissioner, and before said court, and now main- 
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tains that the trust has always been and 1s irrevo- 
eable and that none of the income thereof was ever 


4 


taxable to her. 


B. Question as io Basis for Computing Gain on 
Stock Sales. 

In addition to the sales made by the trustees of 
mae trust in the vears 1936 through 1939 of Mara- 
thon Paper 4hills Company stock belonging to it. 
petitioner sold in 19387 2100 shares of such stock 
then owned by her as her separate property and 
in 1939 500 shares of such stock similarly owned hy 
her. The 2000 shares of said stock contributed hy 
Mrs. Gaylord to the trust in 1935 had been received 
by her as a e@ift from AMfy. Gaylord in 1930 and the 
2600 shares of said stock sold by her as her own 
property in the vears 1937 and [290] 1939 had like- 
Wise been eiven to her by Mr. Gaylord in February 
1932. It is conceded that all of the O00 shares 
belonging to the trust and constituting the orginal 
corpus thereof and said additional 2600 shaves te- 
longing to and so sold by Mrs. Gaylord have the 
same basis for computing gain on such sales which 
they had when they belonged to Mr. Gaylord before 
he gave them to Mrs. Gaylord. hese shares have 
the following history. 

On July 1, 1917. Mr. Gaylord was the owner of 
337 shares (which purchased at various times in 
the period from previous to March 7. 1918, to July 
1, 1917, had eost him $34.436.50) and his martner, 
H.S. Clinedinst (hereinafter referred to as Cline- 
dinst) was the owner of 337 shares of the 726 shares 
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of common stock of Menasha Carton Company, the 
remaining 52 shares being owned by other individ- 
uals. Clinedinst also owned all of the stock of Mena- 
sha Printing Company. The respective places of 
business of these two companies, Menasha Carton 
Company and Menasha Printing Company, were 
across the street from each other in Menasha, Wis- 
consin. Clinedinst desired to consolidate or merge 
the assets and businesses conducted by these two 
corporations into a new corporation with Mr. Gay- 
lord as its manager. For that purpose an agreement 
was entered into between Clinedinst and Mr. Gay- 
lord for such consolidation or merger (hereinafter 
referred to as ‘‘consolidation’’) of said two com- 
panies, which resulted in the creation of the Mena- 
sha Printing and Carton Company. The agreement 
provided, among other things, that Mr. Gavlord 
shonld acquire sufficient of the stock of the new 
corporation to bring his holdings therein up to 40% 
of its outstanding stock. [291] 

By way of convenience for determining between 
the stockholders of the Menasha Carton Company 
and of the Menasha Printing Company the re- 
spective proportions of interest of each of sueh 
stockholders in the new Menasha Printing and 
Carton Company (but not the real values involved) 
eoing Into and resulting from such consolidation, 
an appraisal was made at the time, by a competent 
appraisal company, of the tangible assets of the 
Menasha Carton Company and the Menasha Print- 
Ing Company and the values shown by such ap- 
praisal plus the ‘tquick assets’’ of the two eom- 
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panies involved was the guage used for determin- 
ing as between cach of the stockholders of these 
two companies his proportion of interest in the 
new company. 

The consolidation was effected in August, 1917, 
as of July 1, 1917. In such consolidation Mr. Gay- 
lord received for his above mentioned 537 shares 
of Menasha Carton Company stock and his prom- 
issory note for $152,161.11 dated August 30, 1917, 
pavable to the order of Clinedinst three vears after 
date with interest at six per cent per annum 
(which note was paid in full in 1924), 1975 shares 
of the common and 410 shares of the preferred 
stock of the new company, Menasha Printing and 
Carton Company. The par or stated value of said 
1975 shares of common and 410 shares of preferred 
stock was equal (approximately) in amount to said 
principal sum of said promissory note plus the 
value of the proportionate part of the tangible 
assets of the two combined companies as so ap- 
praised and them "qinek asgsets’’, to which Mr. 
Gavlord’s interest in the Menasha Carton Company 
entitled him. His said 337 shares of that com- 
pany then had a [292] real and actual value far 
in excess of that determined by such appraisal of 
tangible assets plus sueh ‘‘quick assets’’, which de- 
termination was resorted to only for the purpose of 
fixing the proportion and not the real or actual 
ralue of the participation in the new Menasha 
Printing and Carton Company of the several own- 
ers of the two companies which were being con- 
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solidated into it. For such purpose no account was 
taken of the goodwill, earning capacity or value as 
a profitable going concern of either of the two com- 
panies which entered into the consolidation. The 
profits of the Menasha Carton Company for the 
first seven months of 1917 were $56,000, and of the 
Menasha Printing Company for the first six 
months of 1917, $187,000, in round figures. The 
combined profits at the end of 1917 for these two 
concerns operated separately for the first six 
months of that year and of the new company for 
the last six months of that year was $315,000.00 
in round figures. Determination of the value of the 
stock of the Menasha Carton Company and Men- 
asha Printing Company through capitalization of 
such current earnings at ten times the amount there- 
of, a conservative rate, and taking into consideration 
such goodwill, earning capacity and value of their 
businesses as profitable going concerns results 1n a 
substantially higher value for such stock than that 
indicated by value of tangible assets and ‘quick 
assets’* only. Such determination, taking into con- 
sideration all of the pertinent factors or elements, 
including not only value of tangible assets and 
“quick assets’’, but as well goodwill, earning ea- 
pacity and worth as profitable going concern and 
business, demonstrates [293] a value of at least 
$350,000.00 for Mr. Gavlord’s said 337 shares bE£ 
Menasha Carton Company at the time of sueh ¢on- 
solidation. 

In making the consolidation, the appraised value 
of the physical assets plus book value of the **quiek 
assets’? of the Menasha Carton Company was de- 
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terminated to be $186,000.00, while the appraieed 
walue of the plysical assets pins book value of the 
“auick assets’ of the Menasha Printing Compeny 
was determined to be &774,000.00, a total of $969,- 
000.00. For all of the assets of these two corpora- 
tions, including eooedwill, earnmeg capacity and 
value as going concerns, the new corporation, Aten- 
asha Printing and Carton Company, issued 5000 
shares of common and +4600 shares of preferred 
stock all of the par value of $100 per share. Of 
the $186,000.00, value of tangible and ‘‘quick as- 
sets of the Menasha Printing Company, $86.- 
339.84+ was allocable to Mr. Gaylord’s 337 shares 
of stock of that company. Based on the propor- 
tion of $86,338.84+ to $774,000.00, Mr. Gaylord 
was entitled to receive for his 337 shares of Men- 
asha Carton Company stock 449.6815 shares of 
common and 415.7074 shares of preferred stock of 
the new corporation. However, for said 337 shares 
he received 410 shares of the preferred and 
453.3889 shares of the common stock of that com- 
pany. Gaylord purchased in this transaction suf- 
ficient additional shares of such common stock to 
increase his common stock holdings in the new cor- 
poration to 1975 shares. 

Though the exchange of Its 337 shares of Men- 
asha Carton Company stock for stock in the new 
corporation resulted in taxable gain to him, Mr. 
Gaylord, through inadvertence and [294] mistake. 
did not report in his income tax return for 1917 
any income on such exchange. In 1922 or 1923 Mr. 
Gaylord purchased the remaining interest of Cline- 
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dinst in the Menasha Printing and Carton Com- 
pany. In the meantime all preferred stock issued 
in the above referred to 1917 consolidation had 
been retired. During the interval between such 
consolidation and October 31, 1927, Mr. Gaylord 
sold to employees some small lots of his common 
stock of Menasha Printing and Carton Company. 
In 1925 he received a 100% stock dividend on the 
stock of that company he then held. As of date 
October 31, 1927, he owned and held 3357 shares 
of such stock. 

Of the stock so held, 350 shares had been trans- 
ferred by Mr. Gaylord in 1925 to his brother C. W. 
Gaylord for 432 shares of Robert Gaylord, Ine. 
stock. Thereafter C. W. Gaylord wanting to re- 
acquire said 432 shares of Robert Gaylord, Ince., for 
use in connection with reorganization of the latter 
corporation, Mr. Gavlord proposed to sell such 
shares to C. W. Gaylord for $300,000.00 but the 
offer was not accepted and thereafter C. W. Gavlord 
proposed that the previous exchange of 350 shares 
of Menasha Printing and Carton Company for the 
432 shares of Robert Gaylord, Inc. stoek be ean- 
celled and the parties restored to the position they 
would have been in if the exchange had not been 
made. This was done and Mr. Gaylord returned to 
C. W. Gaylord the 432 shares of Robert Gaylord, 
Inc. stock and received back 352 shares of Men- 
asha Printing and Carton Company stock, each of 
the parties paying over to the other all dividends 


received by him on the stock mvolved in the ex- 
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ehange [295] standing in his name during the in- 
terval. These exchanges between Mr. Gaylord and 
C. W. Gaylord were taxable although, through inad- 
vertence and mistake, not considered so by Mr. 
Gavlord at the time. 

On October 31, 1927, Menasha Products Com- 
pany (such then being the name of Menasha Print- 
ing and Carton Company (was merged with Mara- 
thon Paper Mills Company. In this tax-free re- 
organization Mr. Gaylord received 6728 shares of 
the Marathon Paper Mills Company stock and 
$1.038,000.00 in face value of Marathon Paper 
Mills Company 5% bonds in exchange for lis 3357 
shares of common stock of Menasha Products Com- 
pany. In December, 1929, the last mentioned shares 
were split four shares for one. 

Asa result of the foregoing history of the Mara- 
thon Paper Mills Company stock sold by the trust 
and Mrs. Garvierd m 1936, 19387 and 1939, gain 
thereon was computed on a basis of $8.21 per share 
and income taxes paid accordingly by Mrs. Gay- 
lord and the beneficiary daughters of said trust. 

On the foregoing facts respondent Commissioner 
determined and contended before The Tax Court of 
the Umted States that for the purpose of com- 
puting caiptal gains realized in the vears 1936, 
1937 and 1959 by Mis. Gaylord and the trust from 
the sales of her and its shares of Marathon Paper 
Mills Company common stock the statutory basis 
for computing gain on each such sale was $2.838542 
per share and, consequently, as to such sales there 
was the following additional gains realized: [296] 
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On sale in 1936 by the trust of 4000 shares, 32],- 
498.32, of which 30%, or $6,449.50, is to be taken 
into account under Section 117(a) of the Revenue 
Act of 1936; 

On sale in 1937 by the trust of 1600 shares, 
$8,599.33, of which 30%, or $2,579.80, is so to be 
taken into account; 

On sale in 1987 by Mrs. Gaylord of 2100 shares, 
$11,286.62, of which 30%, or $3,385.99, is so to be 
taken into account; 

On sale in 1939 by the trust of 400 shares, $2, 
149.83, of which 50%, or $1,074.92, is to be taken 
into account under Section 117(b) of the Internal 
Revenue Code; and 

On sale in 1939 by Mrs. Gaylord of 500 shares, 
$2,687.29, of which 50%, or $1,343.64, is so to be 
taken into account. 


To the contrary, petitioner contended to the Com- 
mussioner, and before said court, and now main- 
tains that the statutory basis for computing gain 
on each such sale was $8.21 per share as claimed 
in her income tax returns and the fiduciary returns 
of the trust fled for those years. 

On her petition for redetermination of said de- 
ficiencies said Tax Court held with respect to the 
subjects and issues involved in this present pro- 
ceeding for review by the Circuit Court of Ap- 
peals of the United States for the Ninth Cine 
cuit. [297] 

(1) that the trust was revoeable during the tax- 
able Fears 1936 through, 1939 and that 277ths of 
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the trust income for those vears was taxable to the 
petitioner, and 

(2) that the basis for computing gain on the 
sales by the petitioner individually and by the 
trustees of the trust of Marathon Paper Mills Com- 
pany common stock was $2.84276 per share instead 
of $8.21 per share as claimed by petitioner. Ac- 
cordingly, said ‘Tax Court determined the defi- 
eiencies set forth in Subdivision I of this petition, 
all of which deficiencies result from said two hold- 
ings. 


IV. 
ASSIGNMENTS OF ERROR 


In making its decision as aforesaid The ‘Tax 
Court of the United States committed errors, upon 
which petitioner relies as the basis of her proceed- 
ing herein, as follows, to-wit: 

1. Said court erred in deciding that there is a 
deficiency of $1,087.10 or any deficiency in income 
tax of petitioner for the vear 1936; 

2. In deciding that there is a deficiency of $4,- 
922.60 or anv deficieney in income tax of peti- 
tioner for the vear 1937; 

3. In deciding that there is a deficiency of $1,- 
998.19 or any deficiency in Income tax of petitioner 
for the vear 1939; 

4. In determining that the trust was revocable 
during the vears 1936 through 1939 or at anv time 
in anv of said years; [298] 

». In failing to find and decide as a matter of 
fact and of law that the trust was at all times from 
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its inception in 1935 an irrevocable trust and that 
all of the income of the trust which was distributed 
by the trustees to and received by the beneficiaries 
of the trust in the years 1936, 1937 and 1939 was 
income of such beneficiaries and not income of Mr. 
and Mrs. Gaylord, or either of them; 

6. In disregarding the legal effect of the undis- 
puted mutual statement of Mr. and Mrs. Gaylord 
for the creation by them of the trust as an irrevo- 
eable trust; 

7. In failing to distinguish between the effect as 
to Mr. and Mrs. Gaylord themselves of their con- 
tract to create the trust and the result thereof as 
concerns their daughters and their issue, who are 
the beneficiaries of the trust: 

8. In concluding as a matter of law and deciding 
that the trust was a ‘‘voluntary trust’’ as that phrase 
is used in Section 2280 of the Civil Code of Cali- 
fornia, as amended in 1931; 

9. In coneluding and deciding, contrary to law, 
that Section 3399 of the California Civil Code has 
no application to the trust: 

10. In disregarding the fact that it was none of 
the beneficiaries of the trust who were before said 
court insisting upon application of said Section 
9399 but the two contracting parties, the creators 
of the trust, Mr. and Mars. Gavlord. both of whom 
invoked the protection of that section: 

11. In failing to apply to the trust Section 1640 
[299] of the California Civil Code and Section 3401 
of the same code which, with Section 3399 of the 
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California Civil Code, fully covers the situation 
of any omission of any express declaration of ir- 
revocability in said declaration of trust dated No- 
vember 7, 1955; 

12. In failing to give effect to the gift tax re- 
turns of Mr. and Mrs. Gaylord wherein they re- 
ferred to and identified the trust as an irrevocable 
trust ; 

13. In concluding that estoppel is not an issue in 
this case and in failing to decide that respondent 
Commissioner is estopped to claim that the trust 
was revocable; 

14. In disregarding and failing to give effect to 
undisputed evidence before said court in said 
declaration of trust and of acts and conduct of the 
trustees that the trust was intended to be operative 
under laws of jurisdictions other than California in 
which other jurisdictions the trust as set forth in 
said declaration has always been irrevocable ; 

15. In deciding, contrary to law and to fact, 
that the $8,859.95 rent for the vear 1938 and the 
$6.370.67 rent for the vear 1939 of real property 
in the State of Texas belonging to said trust was 
income of a revocable trust; 

16. In deciding that 2/7ths or any part of the 
income of the trust for the vears 1936, 1937 and 
1939, or any of those years, was taxable to peti- 
tioner ; 

17. In deciding that the basis for computing 
gain on the above referred to sales of Marathon 
Paper Mills Company common stock was $2.84976 
per share instead of $8.21 per share [300] claimed 
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by petitioner, there being no evidence in the record 
to support any such finding and such finding 1gnor- 
ing the undisputed evidence of real and actual 
value of the stock of Menasha Carton Company 
and Menasha Printing Company involved in the 
exchange resulting in the consolidation of said two 
corporations in the Menasha Printing and Carton 
Company ; 

18. in failing to find and decide that under See- 
tion 202(a) of the 1926 Revenue Act the cost to 
Mr. Gaylord of the 350 shares of Menasha Print- 
ing and Carton Company stock which he reeeived 
from his brother C. W. Gaylord in 1927 in ex- 
change for 432 shares of Robert Gaylord, Ine. was 
the market or true values of such shares of Men- 
asha Printing and Carton Company in August, 
UOe7F 5 

19. In holding and deciding that the $152,161.11 
paid by Mr. Gaylord to Clinedinst was the cost of 
id25 shares of comomn stock of Menasha Printing 
and Carton Company received by Mr. Gaylord in 
the consolidation of Menasha Printing Company 
and Menasha Carton Company ; 

20. The decision of said court for which review 
is here prayed is not supported by the evidence; 

21. Said decision is contrary to the evidence; 
and 

22. Said decision is contrary to the law. 

Wherefore, your petitioner Gertrude H. Gaylord 
prays that the Umited States Cireuit Court of Ap- 
peals for the Ninth Circuit review the findings of 
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fact and opinion and the decision of The Tax Court 
of the United States entered July 14, 1944, deter- 
mining a deficiency in the income taxes of petitioner 
for [301] the calendar years 1936, 1937 and 1939, 
hereinbefore referred to, and reverse and set aside 
said decision and direct the entry of a decision by 
The Tax Court of the United States in favor of 
petitioner determining that there 1s no deficiency 
in her income taxes for the said years 1936, 1937 
and 1939; that a transeript of the record be pre- 
pared in accordance with the law and applicable 
rules and be transmitted to the Clerk of said Cir- 
euit Court of Appeals for filing; and for such other 
and further relief as to said Court may appear 
proper in the premises. 
THOMAS A. J. DOCK WEILER 
JAMES W. BONTEMS, C.P.A. 
Attorneys for said Petitioner. 


State of California 
County of Los Angeles—ss. 

Thomas A. J. Dockweiler. being first duly sworn, 
savs: That he is one of the attorneys of record 
for said petitioner Gertrude H. Gaylord in this 
proceeding and prepared the foregoing petition 
and is familar with the contents thereof; that the 
statements made therein are true to the best of his 
knowledge, information and behef; that said peti- 
tion is not [302] filed for the purpose of delay and 
that said afhant believes said petitioner is justly 
entitled to the rehef sought. 

THOMAS A. J. DOCKWEILER 
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Subscribed and sworn to before me this 20th day 
of September, 1944. 
(Notarial Seal) J. F. KINMAN 
Notary Public in and for the County of Los An- 
geles, State of California. 


My Commission Expires August 14, 1946. 
[Endorsed]: T.C.U.S. Filed Oct. 11, 1944. [303] 
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In the United States Ciremt Court of Appeals 
for the Ninth Cireuit 


The Tax Court of the 
United States 


Docket No. 109273 


GERTRUDE H. GAYLORD, 
Petitioner, 
VS. 


COMMISSIONER OF INTERNAL REVENUE, 
Respondent. 


NOTICE OF FILING OF PETITION FOR RE- 
VIEW OF DECISION OF THE TAX 
COURT OF THE UNITED STATES 

To: Commissioner of Internal Revenue, 


Internal Revenue Building, 
Washington, D. C. 


And To: 
J. P. Wenchel, Chef Counsel, 
sureau of Internal Revenue, 
Internal Revenue Building, 
Washington, D. C.; 


B. H. Neblett. Division Counsel, 
Bureau of Internal Revenue; 


Harold 1). Thomas and 
B. M. Coon, Special Attorneys, 
Sureau of Internal Revenue: 


Attorneys for said Commissioner. 


You, and Hach of You, Are Hereby Notified that 
Gertrude H. Gaylord, the above named _ petitioner, 
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did on the .... day of October, 1944, file with the 
Clerk of The Tax Court of the United States, at 
Washington, D. C., a petition for review by [304] 
the United States Cirenit Court of Appeals for the 
Ninth Cireuit of the decision of said Tax Court 
heretofore rendered in the above entitled cause. A 
copy of said petition as filed is hereto attached 
and served upon vou. 


Dated: Pns®.... day of Ottober, 494% 

THOMAS A. J. DOCKWE!TLER 
whose post office address 1s 1035 1. N. Van Nuys 
Building, 210 West Seventh Street, Los An- 
geles 14, California. 

JAMES W. BONTEMS, C.P.A. 
whose post office address is 215 West Sixth 
Street, Los Angeles 14, California. 

Attorneys for said petitioner 
Gertrude H. Gaylord. 


Personal serviee of the forezoing notice of filing 
and of a copy of the petition for review therein 
referred to is hereby acknowledged this 11th day of 
October, 1944. 

Jd, 2. WENCEHET. 

Chief Counsel, 

Bureau of Internal Revenue: 
Bb. H NESBLEIT. 

Division Connsel. 

Bureau of Internal Revenue: 
HAROLD D. PHOMAS and 
B. M. COON, 

Special Attorneys, 


Bureau of Internal Revenue. 
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(Signed) J. P. WENCHEL, CAR. 
Attorneys for said Commis- 
sioner 


[Indorsed]: T.C.U.S. Filed Oct. 11, 1944. [305] 


In the United States Circuit Court of Appeals 
for the Ninth Cireuit 


The Tax Court of the 
United States 
Docket No. 109138 
GEORGE 8S. GAYLORD, 


Petitioner, 
VS. 


COMMISSIONER OF INTERNAL REVENUE, 
Respondent. 


The Tax Court of the 
United States 


Docket No. 109273 
GERTRUDE H. GAYLORD, 


Petitioner, 
VS. 


COMMISSIONER OF INTERNAL REVENUE, 


Respondent. 
STATEMIENT OF EVIDENCE 


The Tax Court of the United States having con- 
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solidated for hearing the two causes above referred 
to, the.same came on for hearing and were heard 
together by said Tax Court before the Honorable 
Bolon B. Turner, a judge thereof presiding, on 
April 2 and 3, 1943, at Los Angeles. Thomas A. J. 
Dockweiler, Esquire, and James W. Bontems, 
C.P.A. appeared on behalf of the above named peti- 
tioners George 8S. Gaylord and Gertrude H. Gay- 
lord, and Byram M. Coon, Esquire, for the Honovr- 
able J. P. Wenchel, Chief Counsel, Bureau of In- 
ternal Revenue, appeared on behalf of the respond- 
ent [306] Commissioner of Internal Revenue. 
Thereupon the following proceedings were had and 
evidence taken, so far as the same pertain to or 
concen ‘any of the issues involved in the petitions 
of said George 8S. Gaylord and Gertrude H. Gay- 
lord filed in said Tax Court October 11, 1944 for 
review of the decisions of said Tax Court and said 
Honorable Bolon B. Turner, a judge of said court, 
entered July 14, 1944, in the matter of the respec- 
tive appeals of said George S. Gavlord and Ger- 
trude H. Gaylord so heard, to wit: 


EVIDENCE ON BEHALF OF THE 
PETITIONERS 
GEORGE S. GAYLORD, 
being called as a witness by and on behalf of the 
petitioners, having been first duly sworn. was ex- 
amined and testified as follows: 
Direct Examination 
By Mr. Dockweiler: 
Witness: I am the George 8. Gaylord who is 
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(Testimony of George 8. Gaylord.) 

petitioner in this matter. The petitioner Gertrude 
H. Gavlord is mv wife. She was my wife at all 
times herein mentioned. 

[ have seen before the instrument now shown 
me entitled ‘‘Declaration of Trust”, a first im- 
pression in typewriting, bearing date November 7, 
1935, and purporting to be signed by George S. 
Gavlord and Gertrude H. Gaylord, and bearing cer- 
tificate of acknowledgement of the executon of the 
same by George 8S. Gavlord and Gertrude H. Gay- 
lord on December 11, 1935, before J. C. Humphreys, 
a notary public in and for the County of Los An- 
geles, State of California, and also bearing a sub- 
sequent certificate [807] of acknowledgment, dated 
the 6th day of January, 1938, by George S. Gaylord 
and Gertrude H. Gaylord, in the Texas form, and 
also hearing a certificate by the County Clerk of 
this County, dated the 21st dav of January, 1938 
to the notarial certification of J. C. Humphreys, 
dated January 6, 1938, which instrument bears sev- 
eral recording stamps and certifications on the cov- 
ers thereof. This is the instrument of trust created 
by myself and my wife on the date as indicated, 
the 7th dav of November, 1935. The trust is dated 
the 7th dav of November, 1955, and acknowledged 
on the 11th day of December of the same year. Ex- 
hibit B is my and Mars. Gaylord’s petitions in 
this matter, purporting to set forth a copy of the 
declaration of trust with all its endorsements, is 


a true and correct copy of the instrument which 
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(Testimony of George 8S. Gaylord.) 
now lies before me on the witness stand and to 
which I have just testified. 

The circumstances which led to the execution of 
that instrument are as follows: My wife and I 
agreed together some time previous to September, 
1935, that we would form a trust for our children. 
And if she were willing to give 2,000 shares of the 
Marthon Paper Mills common stock, of which she 
was the owner, I would give 5,000 shares of the same 
stock to form this trust for our children, and in 
ease of their death, for their children forever, and 
our instructions to our attorney here present 


were 

Mr. Coon: Your Honor please, I object to what 
appears to be the testimony about to be given as 
to what his oral instructions were to his attorney 
at the time of the execution of [3808] the trust in- 
strument. We have here the instrument. itself, 
which speaks for itself, and any conversations be- 
tween him and his attorney T object to as incompe- 
tent, and irrelevant. 

Mr. Doekwetler: [To will call vour Honor’s at- 
tention to the circumstance that it is always per- 
missible, under the law of the State of California, 
to show the true consideration for any transae- 
tion. The instrument itself recites no considera- 
tion. Our position is that we have the night to show 
that this trust arose from a donor's agreement. 
that there was consideration moving to each of the 
trustors for the execution of this declaration of 
trust, and that this trust beine an owner's trust, 
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(Testimony of George S. Gaylord. ) 

under the decision in what is known as the Toult 
ease, construing the very section that has been re- 
ferred to by counsel for the Government im his 
opening statement, it is held that a trust executed 
for consideration 1s not within the provisions in 
any case of that seetion. 


That is the case, vour Honor, of 

Mr. Coon: I have the case here open, if vou 
want to refer to it. 

Mr. Dockweiler: I have the reference to the Cali- 
fornia citation here. That is the case of Touli vs. 
Santa Cruz County Title Company, decided in 1937, 
reported in the 20 California Appellate. Second 
series Reports, +95, and a diseussion of the con- 
struction of this section is found on page 497. The 
section of the Code that is referred to speaks of 
a voluntary trust. 

In the Touli ease the Court said, in speaking of 
[309] 


that very Section 2280, as amended, 

The Judge: Is that the 1931 statute? 

Mr. Dockweiler: The amendment was in 1931. 

The Judge: <All right. 

Mr. Dockweiler: This decision was in 1937, and 
the question was raised in the Touh case as to the 
construction of that amendment : 

“Webster's New International Dictionary 
under the heading ‘voluntarv-law’ ecives this 
definition: ‘Acting, or done, of one’s own free 
will without valuable consideration, acting, or 
done, without any present legal obligation to 
do the thing done.’ It was in the latter sense 
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(Testimony of George 8. Gaylord.) 
that the word ‘voluntary’ was used in the 
amended section, otherwise it would not have 
been coupled with the word ‘revocable’ without 
reservation.’”’ 


That is from page 497. The following quota- 
tion is from the decision of the Court: 

“Tt must follow, therefore, that when Sec- 
tion 2280 was drafted to permit the revocation 
of a ‘voluntary’ trust, that expression was not 
used in the broad sense found in Section 2216, 
but in the restricted sense of a trust created 
freely and without a valuable consideration or 
legal obligation.”’ 


That decision, incidentally, 1s the only one in the 
State of California found construing the term ‘‘vol- 
untary trust’? appearing in Section 2280, and for 
the further information of the Court and on which 
T stand to be corrected if IT am [3810] wrong, that 
section is the only place m all of the statutory law 
of the United States where is to he found a pro- 
vision for revoeation such as is there mentioned. 
The statute in Galifornmia is an odd thing, and in 
argument | shall show that the construction of the 
Court is quite logieal under the cirmumstances. 
furthermore, it is the plain rule in California, 
and this is a matter of our again going back to our 
Civil Code, Section 1640: 

“When, through fraud, mistake, or accident, 
a written contract fails to express the real in- 
tention of the parties, such intention is to be 
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(Testimony of George S. Gaylord.) 
regarded, and the erroneous parts of the writ- 
ing disregarded.” 


In Harding vs. Robinson, in 175 California, on 
pages 541 to 542, after quoting this section of the 
Code, 1640, the Court said: 

“In this it is to be noted that the mistake 
arises from a failure of the contract to express 
the real understanding and agreement of all 
parties to it. That failure may amse through 
fraud, but this character of fraud is not fraud 
perpetrated to induce the contract but a fraud 
whereby the terms as agreed upon by the 
parties are suppressed or misrepresented pre- 
cisely as they may be omitted or misstated by 
error or oversight called in that section ‘mis- 
take or accident’.”’ 

=e" mutuality of the mistake, that the minds 

of the contracting parties met, that they agreed 
[311] upon a certain thing which was to have 
been embodied in their contract, and that by a 
mistake it was either fraudulently or = inad- 
vertently omitted.’’ 


I might further call your Honor'’s attention to 
the circumstances that in the case of Rottman vs. 
Hevener, in the 54 California Appellate 474, on 
page 475, and that definitely again referred to this 
provision of the Civil Code, in the course of the 
decision it was stated: 

“Tt is not claimed that by reason of fraud, 
accident, or mistake, there was any failure to 
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(Testimony of George 8. Gaylord.) 
cause the written instrument to express the 
intention of either of the parties.” 


And as a consequence they applied the parol 
evidence rule. 

These cases that deal with the imapplicability 
of the parol evidence rule is wherever there is evi- 
dence that there is one intention of the parties 
and another expressed in the instrument, and these 
California cases which construe the Civil Code, to 
which I call your Honor’s attention: Estes vs. 
Delpech, 73 California Appellate 648, on pages 646 
and 647. ‘hese two cases, Rottman vs. Hevener 
and Kstes vs. Delpech, emphasize the exception to 
the parol evidence rule of mutual mistake. 

Then there is Section 3399 of our Civil Code. I 
am citing these, your Honor, to show our right 
to go into this matter: 

“When through *** a mutual mistake of the 
[312] parties *** a written contract does not 
truly express the intention of the parties, it 
may be revised, on the application of a party 
agerieved, so as to express that imtention, so 
far as it can be done without prejudice to 
rights acquired by third persons. in good faith 
and for value.’ 


And the provisions of Section 3401 of the same 
Code: 

“Tn revising a written instrument, the Court 

may Inquire what the instrument was intended 

to mean, and what were intended to he its le- 
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gal consequences, and is not confined to the 
inquiry what the language of the mstrument 


.9 


was intended to be. 


Then there is the principle spoken of in Gardner 
vs. California Guaranty Company, in 1902, in 137 
California, page 71, that reformation or revision 
does not proceed upon the theory of a written con- 
tract or modified by extraneous parol testimony, but 
upon the theory that equity will conform a written 
contract which fails to express the intention of the 
parties to the actual one entered into by thein. 

Where there is a basis for a revision on the 


eround of 
The Judge: What are you reading from now? 
Mr. Dockweiller: [ am making a statement now, 
and | am going to give vou the citations for it. 
Where there is a basis for a revision on the 
eround of mutual mistake, which we contend ex- 
isted here if a mistake was made—and this is 
simply out of an abundance of caution, beeause | 
think the rest of the record will show there is 
enough [3815] in the acts of these parties and in 
the instruments signed by them to meet all of the 
requirements of the code section relative to the crea- 
tion of an irrevocable trust, but even then [ con- 
tend this, and IT am giving you this out of an abun- 
dance of caution, because if the Court should hold 
that, contrary to the Califorma law. on the frets 
as they stand, that this is a revocable trust looking 
at the bare statute. that is, the bare words of the 
Civil Code, speaking of the cireumstances when a 
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trust may be revoked, then, of course, there are the 
other «ircumstances that must be taken into con- 
sideration in holding to the contrary. The parties 
themselves without resort to court may reform the 
contract in accordance with their original inten- 
tions and if so reformed it speaks as of its original 
date. 

That. is from the case of Ward v. Waterman, 
1890,. 85 Cal., 488. 

That matter is referred to also in 22 California 
Jurisprudence, page 748, and in 53 Corpus Juris, 
at page 1055, and I believe in the Restatement of the 
Law of Trusts that subject matter is treated of in 
Chapter 10, termination and modification of a trust, 
in the American Law Institute’s Restatement of the 
Law of Trusts, with which vour Honor is familar 
as being probably the most recent expression, by 
common consent, of what the common law is, and 
in this State, as vour Honor well knows. the com- 
mon law is the rule of procedure in all those cases 
not specifically provided for. T am reading from 
Section 332 that appears in that same Chapter 10: 

“Tf a trust is created by a written instrument 
and the [314] settlor intended to reserve a power 
of revocation but by mistake omitted to insert in 
the instrument a provision reserving such a power, 
he ean have the instrument reformed and can re- 
voke the trust.’’ 


Then there is a similar statement: 
“Tf a trust is created by a written instrument 
and the settlor intended to reserve a power to 
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modify the trust but by mistake omitted to insert 
in the instrument a provision reserving such a 
power, he can have the instrument reformed and 


can modify the trust.’ 


Then there is the further statement which ap- 
pears—and [I might explain that this is in the Re- 
statement of the Law of Trusts, and it is defi- 
nitely stated. in aecordance with what is the com- 
mon law of the United States, that, reading See- 
tion 330: 

The settlor has power to revoke the trust if and 
to the extent that by the terms of the trust he 
reserved such a power. 

**(2) Except as stated in paragraphs 332 and 
333’°’—those are the sections that relate to revoca- 
tion and modification, and omission by mistake, 
and the section that states that a trust can be 
rescinded or reformed upon the same grounds upon 
which a transfer of property not in trust can be 
rescinded or reformed—‘the settlor cannot revoke 
the trust if by the terms of the trust he did not 
reserve a power of revocation.’’ 


Incidentally, that is the law of Texas. I don't 
think there will be any dispute about that, because 
Texas hasn't modified the common law, and that 
is the law of every state in the Union except in a 
very limited sense in Califorma, and at the [315] 
time this trust was drafted, and this is what we ex- 
pect to show, both parties intended an irrevocable 
trust. Their attorney was so instructed and the at- 
torney drafted what he thought—but which proved 
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to be erroneous—was in form an irrevocable trust, 
and since it was an irrevocable trust, in fact, despite 
the form, they have no right to modify, no right at 
any time to revoke the trust after that date in No- 
vember or December of 1935 when the trust was so 
executed. In other words, the paro] evidence rule 
does not apply here because this involves the recog- 
nized exception of the California cases, and the cases 
I cited bear that out, of a mutual mistake, and I could 
also cite the code section on consideration, which is 
the exception that is always made to statements in a 
written instrument in California. I don’t think 
there is any dispute but that the weighted opinion 
is that the true consideration or lack of consideration 
or the character of consideration can always be 
shown, irrespective of what the trust itself pretends 
to show. 

The Judge: Who are the parties here, Mr. Dock- 
weller ? 

Mr. Dockwetler: The parties here are Mr. Gay- 
lord and Mrs. Gaylord, as the trustors and trustees, 
and the beneficiaries to that trust. 

The Judge: [ am not speaking of the bene- 
ficiaries. Are there any parties involved other than 
the two petitioners, the trustees ? 

Mr. Dockweiler: Thev declared themselves as 
trustees. There are no other parties involved. [316] 

The Judge: Mr. Coon, do von have any comments 
vou want to make before T rule? 

Mi. Coon: Just this, vour Honor: The Touli ease, 
brought to vonr attention by counsel for the tax- 
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payers, was apparently the only Califormia case 
which attempted to construe Section 2280 of the Civil 
Code. It dealt with a trust that was given in connec- 
tion with a mortgage note, and because of that se- 
curity nature of the trust and the obhgation of the 
trustor to protect his indebtedness, it was held that 
the trust there was not revocable in the circumstances 
of the case. What the Judge quoted from Webster's 
Dictionary as to what is voluntary and involuntary, 
and all that sort of thing, 1t seems to me is rather 
trite. It doesn't deseribe nor does it throw any great 
hight on the question that was in the case as to 
whether or not the trust, outside of the very circum- 
stances of the ease, could be irrevocable when it 
didn’t Say that it was irtevocable. It dealt with a 
contractual situation. 

The Judge: Inasmuch as I can’t absorb ina hear- 
ing the trust Instrument in all of its terms, the facts 
will have to he detérmined from what I hear here 
and what I eet out of the documentary evidence and 
the relationship between the two. I shall overrule 
the objeetion. 

J am going to say this for the benefit of counsel 
and the parties and the witnesses involved: There 
are certain facts that will have to be gleaned from 
the evidence, as indicated, oral and documentary, 
and I trust that vou both fully appreeiate that vou 
have decidedly a family proposition, and that is 
very [317] closely within the family, namely, a mat- 
ter between a husband and wife and themselves in 
two eapacities. and there is also this further. this 
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human frailty, that we all must recognize, that the 
further we get away from the happening of the event, 
the more nearly we say what we should have liked the 
thing to have been at the time, and we can imagine 
and appreciate and think that they were as we now 
would like them to be. ‘That is human, and regard- 
less of how much we strive, it happens to all of us. 

I make that statement because I am going to ask 
not only counsel, but the witnesses here, and par- 
ticularly the parties in this case, to be very careful 
in your statements and to limit yourselves in so 
nearly as it is humanly possible, to things that were 
there at the time these acts occurred, and not to 
things that you may now by relation back wish had 
been there, because I am going to have the dificult 
task of weighing and sifting vour words and state- 
ments, and to determine if on a study of this instru- 
ment I find that I have to take into consideration 
those matters, in order to determine the true facts, 
and where you have a husband and wife dealing with 
themselves in family matters. it 1s well recognized 
that that is an extremely difficult proposition, and 
that is why the courts, from the lowest to the nghest, 
have declared the policy that those transactions are 
to be most carefully and closely serutinized. 

Now, we ave that situation. and to get at the actual 
facts which did occur and the things that did oeeur 
at the time back in 1935, when their trust was set up, 
is hard and diffieult, and [am asking all of vou to be 
very careful, because it is not easy. [318] 
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The objection is overruled, and the question may 
be answered. 

Mr. Coon: Lf your Honor please, for the purpose 
of the record and our protection, | would like an 
exception noted. 

The Judge: The record may show the exception. 

The Witness: Am I supposed to go ahead ? 

The Judge: You may proceed with your answer. 

The Witness: Well, bearing carefully your Hon- 
or’s words in mind, those instructions to our attorney 
here present were to form an irrevocable trust, and 
as I believe I stated, to give this property to our chil- 
dren forever. The trust instrument, the declaration 
of trust, was thereupon prepared by our attorney and 
presented to me and Mrs. Gaylord. It was the in- 
strument which I have identified when I first reached 
the stand, first came to the stand, and it is the in- 
strument which is set forth, a true copy of which is 
set forth as Exhibit b to my and Mrs. Gaylorid’s 
petitions in this matter. [ and Mrs. Gavlord signed 
that instrument about the date that it bears im ac- 
knowledgment. the date of acknowledgment being 
December 11, 1955. Mrs. Gaylord was present with 
me at that time, and that acknowledgment was made 
before J. C. Humphreys, a notary pubhe im and for 
this county, before Miss J. C. Humphreys, who is a 
notary in my attorney’s office. Subsequent to that 
execution of the declaration of trust, to which | have 
just testified, it was left with my attorney, who has 
retained the custody of that trust this entire period. 

We caused this declaration of trust to be recorded 
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in [319] the office of the County Recorder of this 
county on September 23, 1937, in Book 15288, page 
94. ‘here were transactions in that year which 
brought about the recordation of the instrument in 
this county. We bought real property that year lo- 
cated in the City of Santa Monica, in the County of 
Los Angeles, and I believe also in the City of Al- 
hambra, in the County of Los Angeles. This instru- 
ment was recorded in connection with the first of 
those purchases. We caused this instrument to be 
recorded in, I believe, four separate counties in the 
State of Texas in connection with real property 
bought in Amarillo, Alice, McAllen and Harlingen, 
all in the State of Texas, those being towns in the 
State of Texas. The character of that real property 
was income bearing property; stores. All of it was 
improved property at the time we acquired it. The 
title or interest in the property was acquired by me 
and Murs. Gaylord, as trustees, in varving degrees or 
proportions in each property. ‘That is, in some eases 
thev bought the whole property. In other cases they 
brought only a portion of it. in some eases we, as 
trustees, bought the whole property, and in other 
eases only a portion of it. In the case of the Me- 
Allen property, the trustees bought the whole piece. 
In the case of Alice, Texas, they bought the whole. 
In the case of Harlingen, the trustees bought a half 
interest and my wife bought the other half mterest. 
Tn the case of Amarillo. Texas, the trustees bought 
a one-third interest, my wife bought a one-third in- 
terest, and I bought a one-third interest. That was 
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in the year 1938. The rents received from those real 
properties were included in [320] the income tax 
returns, the fiduciary returns of the trust, and my 
individual and Mis. Gaylord’s individual tax re- 
turns, and the individual tax returns of our two 
daughters. 

Our daughters are Margaret G. Ruppel, the ‘‘G”’ 
standing for Gaylord, Margaret Gaylord Ruppel, 
and Gertrude Gaylord Bruce. Our daughter Mar- 
garet was born November 10th, 1904, and my 
vounger daughter Gertrude Gaylord Bruce was born 
May 31st, 1916. both of these daughters are now 
married. Margaret married first. She is the wife 
of Frederick Ruppel. She was married at first to 
Albert Brunker in 1923. There was a divorcee. ‘Two 
children were born by that first husband, her present 
two living children. Those children are named Bar- 
bara Brunker and Robert Henry Brunker. [ can 
sive you their ages. Barbara is now 17 years of age, 
and her birthday is on Octoher 14th. Robert Brunk- 
ers age ts 15, and Ins birthday is on June 4th. both 
of these children are stil hyving. Subsequent to this 
daughter Margaret divorcing Mr. Bunker, she mzr- 
ried Fredernek Ruppel in 1931 and she has ever since 
been the wife of Fredencek Ruppel, and he is still 
living. Our daughter Gertrude is married. Hurene 
L. Bruce is her husband. She married him Moy 29, 
1937. She has one child, Ann Bruce. Ann will be 
five vears old in April, 1943. and she is still living. 

Q. Now, at the time this declaration of trust was 
so signed and acknowledged by vou and Mrs. Gay- 
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lord, did you or she, so far as you know, have any 
idea that you had any right to revoke or change or 
modify it in any way at any time whatsoever? [321] 

A. Absolutely none. 

Q. What, if anything, did your attorney advise 
you and Mrs. Gaylord in connection with the execu- 
tion of this trust? 

A. hat it was an irrevocable trust. 

Q. Was any mention made of any right to modify 
it or change it in any manner? 

A. None. 

Q. Or to alter the terms of the trust? 

A. No suggestion of a suggestion. 

Q. Subsequent to the declaration of the trust be- 
ing so executed and acknowledged, there was a fresh 
acknowledgment or a second acknowledgment of it, 
which appears in the certificate dated January 6, 
1938, before the same notary. Do you remember 
the purpose for which that acknowledgment was 
made, the form of the acknowledgment being differ- 
ent from the California form? 

A. For the State of Texas, to conform to the laws 
of the State of Vexas, 1f my memory serves me 
right. 

That was in connection with the first recordings 
of this declaration of trust in the State of Teas, 
that I have testified to. 

The 7,000 shares that were a part of the trust res, 
the 5,000 eontributed to the trust by myself and the 
2,000 contributed by Mrs. Gaylord, were subse- 
quently sold, starting in 1936, and | believe the last 
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was sold in 1938, possibly a small lot in 1939. I 
ean t remember exactly. hey were sold in the years 
1936, 1937 and 1938, and possibly a small lot in [822] 
1939. The certificates for the stoek that was sold 
were kept until their sale in the State of California 
in a safety deposit box under the name of the trus- 
tees, myself and my wife, as trustees, until we com- 
menced to sell them, when from time to time we sent 
portions of the stock to the Harris Trust and Sav- 
ings Bank for convenience of delivery upon sale, all 
of which sales took place, of the entire 7,000 shares, 
in the City of Chicago, Illinois, and the City of New 
York, New York. The stocks were sold for cash. 
Every dollar of it was deposited in the Harris Trust 
and Savings Bank at Chicago, Illinois. Later a de- 
posit was made in the Bankers Trust Company in 
New York, but not a proceed of the sale of the stoek 
directly. Those were other funds of the trust. 

IT have hved in California since 1926. That was 
the first of my permanent residence here. I did not 
establish residence in this state at that time: not 
until 1930 or 1931. I have a httle vellow shp that 
T received upon my applying for membership, but 
I think it was in 1930 or ’31. 

Q. You came to California then as a permanent. 
resident in 1930, or “31. although you had visited 
here in 1926? 

A. No. We bought a house and coceipied it in 
1926. 

At that time out residence was in T]linots. | was 
commuting between Cahfornia and Wiseonsin and 
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{Winois. I had business interests back there. I was 
vice-president of the Marathon Paper Mills and 
president of the Menasha Products Company, the 
successor company of the Menasha Printing & Car- 
ton Company. I gave up my office the Ist day of 
January, 1937, and [323] since then I have not had 
anything to do with the company, except as a stock- 
holder. 

Subsequent to the execution of that declaration 
of trust in November and December of 1935, I and 
Mrs. Gaylord made a gift tax return involving those 
7,080 shares. We made a gift tax return in Iebru- 
ary of the year following, covering the gift to the 
trust, and as a part of that transaction 1 at that 
time was making out my own tax return. However, 
subsequently I have discontinued that. That partie- 
war return was made in my own handwriting. Mrs. 
Gaylord’s return was made out about the same time. 
1 have seen the original of the photographic or photo- 
static ecpy now shown to me of what appears to be 
a gift tax return for the calendar vear 1935, with 
the name of the donor, George 8S. Gavlord, 639 Rose- 
mont Avenue, Pasadena, Califorma, citizenship 
ULS.A., residence above, which is under a eertifi- 
cation by the Secretary of the Treasury, by direc- 
tion of the Secretary of the Treasury, F. A. Biregfeld, 
Chief Clerk, Treasury Department. dated April 30, 
1941, stating that it was a true copy of the gift tax 
return, Form 709, with attached schedule of George 
S. Gaylord, 639 Rosemont Avenue. Pasadena, Cali- 
fornia (donor), in the year 1935. This is in my own 
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handwriting; was in my own handwriting. ‘he an- 
swer ** Yes’’ following the statement ** Have you (the 
donor), during the calendar year indicated above, 
without an adequate and full consideration in money 
or money's worth, made any transfer exceeding ¥5,- 
00 in value (or regardless of maui if a future in- 
terest) as follows? (Answer * Yes’ or ‘No’)’’ and 
the answer ** Yes” fellowing the [324] question: ‘1. 
By the creation of an irrevocable trust for the bene- 
fit of another’’, is written in my handwriting. ‘I'he 
word **No’’ following the statement ‘‘(2) By mak- 
ing additions to an irrevocable trust previously cre- 
ated for the benefit of another’ is in my handwriting. 
Q. And is this (indicating) vour signature ? 
A. ‘That is my signature, a copy of my signature. 
That was subscribed by me on February 3, 193%, 
before Alice Ff. Jackson, a notary public in and for 
Los Angeles County, California. 


4 


On the second page of that return the words 


Oe 
a 


O00 shares of common stock of Marathon Paper Mills 
(o. of Wausan, Wis. to a trust for benefit of Mar- 
waret G. Ruppel and Gertrude Gavlord, my daugh- 
ters, Nov. 7, 1935, €125,000°" following the printed 
are ‘Deseription of gift, motive, donee’s name 
and address, and relationship to doner’’, ‘Date of 
Gift", and *‘Value at Date of Gift’’ are all mn my 
handwriting, this is all a copy of my handwriting. 
The rest of the handwriting that appears there is 
all in my handwriting. There was a tax on the face 
of itim my handwritme of $2531.27. The original 
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of that return I sent with the check to the Collector 
of Internal Revenue, Los Angeles, California, and 
the check was for the amount of $2,531.27. The 
cheek was never returned. ‘The return was never 
returned. ‘That is the last I have ever seen of the 
original return. 

Q. Now, at the time that vou made this return, 
which bears a filing stamp, “‘ Rece1ved—filed March 
10, 1936, estate [325] tax,’ and which bears a no- 
tarial certificate or jurat, dated February 3, 1936, 
was there in existence any other trust of any other 


kind to which you were a party? A. No. 
Q. Or to which you had contributed 2 
A. No. 


Q. Other than the trust created by the declara- 
tion of trust dated November 7, 19385, to which you 
have heretofore testified? Was that the only trust 
in existence ? 

A. That was the only trust which was in enist- 
ence so far as I was concerned. 

@. And that was the trust you referred to in the 
question which you answered in connection with, 


‘By the creation of an irrevocable trust for the 
benefit of another’’? A. It was. 


Mr. Dockweiler: At this time we would hke to 
introduce into evidence as petitioner's first exhibit 
the original Declaration of Trust with the notarial 
certificates appearing thereon, the certificate of the 
Clerk of this county to the notary, which also appears 
on the declaration at the place where the acknowl- 


edgment in Texas form appears, and also the va- 
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rious endorsements by the recording officers of Los 
Angeles County and the several ‘Texas counties. 
Is there any objection to that? 
Mr. Coon: No objection, your Honor. 
The Judge: The documents so referred to will be 
received as Exhibit No. 1. [3826] 
(Said Declaration of Trust was marked as 
Petitioners’ Exhibit No. 1, and received in evi- 
dence. ) 


Mr. Dockweiler: 1 would like to have the privi- 
lege at the end of the proceeding to have this with- 
drawn if it is found by your inspection that we have 
set forth as Exhibit B in our petition what is a full 
and true copy. 

Mr. Coon: That is agreeable to me, your Honor, 
if it is to you. I don’t know how clear the exhibit 
to the petition is in your Honor's file. 

The Judge: Well, I have the original, I suppose. 

Mr. Coon: I just want an opportunity to have 
some one from our office and Mr. Doekweller’s office 
to see that inadvertently no line or page might have 
been left out. Those things can happen uninten- 
tionally. 

Mr. Dockweiler: [ might explam, Mr. Coon, that 
that was very carefully compared. But there is al- 
wavs that chance. When I sav ‘‘carefully com- 
pared,’ the exhibits in the petition were carefully 
compared with the original documents, but im order 
that there be no possibility of any error, of course, 
we are entirely agreeable to that. 
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Mr. Coon: If your Honor please, I can arrange 
to make a comparison while you are here. 

The Judge: All right. That may be-done. 

Mr. Dockweiler: That 1 understand was petition- 
ers’ Wuxhibit No. 1% 

Mr. Goon: No. 1, yes. [327] 


By Mr. Doekweiler: 

@. Then, i understand, \lr. Gaylord, that the 
only trust that you referred to in your gift tax re- 
turn, to which you have just testified, was the trust 
provided for in Petitioners’ iuxhibit No. 1? 

A. Correct; it is. 

Mr. Doekweiler: At this time we ask to have in- 
troduced in evidence as Petitioners’ Exhibit No. 2, 
the certified copy of the gift tax return to which the 
witness has just testified. 

Mr. Coon: No objection, your Honor. 

The Judge: Without cbjection, it 1s received as 
Petitioners’ xhibit 2. 

(Said gift tax return was marked as Petition- 
ers’ Hixhibit No. 2, and received in evidence. ) 


Mr. Coon: There is no objection. As L under- 
stand the purpose for which the offer was made, 
there is no objection as to authenticity, but if the 
idea is that a gift tax or payment of a e@ift tax is 
material to this case, | object on that ground as io 
immateriality and irrelevancy. I take it, though, 
your Honor, that counsel is offering these exhibits 
because of the statements made therem by Mr. Gay- 


lord in reference to the trust. 
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Mr. Dockweiler: Precisely, statements. 

Mr. Coon: On his side of the case, of course, that 
is pertinent. 

The Judge: I don’t think, in the light of coun- 
sel’s opening statement upon estoppel and equity 
you can assume that is the only purpose of the gift 
tax return. [328] 

Mr. Coon: Well, [ don’t hke to object to them 
as incompetent, but I suppose it is hard to split the 
objection. 

The Judge: I don't think you need to, so far as 
that 1s concerned. I shall overrule the objection, 
whatever vou meant, and admit it. 

Mr. Coon: I think under counsel’s theory of the 
case he is entitled to have the documents In evidence. 
No objection. 

The Judge: It is already received. 

Mr. Doeckweiler: And [ e¢all vour Honor’s atten- 
tion in that connection that this is a statement that 
is made practically, mm Jength of time, practically 
econtemporancously with the original declaration of 
trust. 


by Mr. Dockweiler: 

@. Now, I show you what purports to be a pho- 
tographie copy of the gift tax return for the cal- 
endar year 1935 of Gertrude FH. Gaylord, 689 Rose- 
mont Avenue, Pasadena, Califormia. citizenship 
U.S.A., residence above, which bears a certificate 
that it is a trne copy of a gift tax return, Form 
108, of Gertrude H. Gaylord, 689 Rosemont Ave- 


nue, Pasadena, California (donor) for the year 1935, 


362 George S. Gaylord vs. 


(Testimony of George 8. Gaylord.) 

which certificate is dated April 30, 1941, and is made 
by direction of the Secretary of the Treasury by— 
it looks like ‘‘S. H. Marks.” It is “*S” or ** P™— 
the first initial is somewhat undecipherable— FH. 
Marks, Acting Chief Clerk, Treasury Department.” 


By Mr. Dockweiler: 

Q. 1 will ask you if vou have seen the original 
of which that purports to be a copy. [329] 

Mr. Coon: If your Honor please, I don't ques- 
tion that this is a true and correct copy of the origi- 
nal, and that the original was filed. It might shorten 
the record if it was just offered and put in evidence 
for what it says. 

Mr. Dockwieler: At this time we offer in evi- 
dence as petitioners’ next exlnbit, No. 3, the gift 
tax return of Gertrude H. Gavlord for the vear 1935. 

The Judge: The document so offered is received 
and will be marked as Petitioners’ Exhibit No. 3. 

(Said gift tax return was marked as Petition- 
ers’ Exhibit No. 3, and received in evidence. ) 


By Mi. Dockweller: 

Q. Now, Mr. Gaylord, whose handwriting ap- 
pears on that return? 

A. My own, except for the signature. 

The Witness: by the signature | mean the signa- 
ture of Gertrude H. Gaylord and Alice F. Jaekson, 
in the two places where the signature of Alhee F. 
Jackson appears. That is my signature, ‘George 8S. 
Gavlord’’, as the one who made out the return. The 
return was read by Mrs. Gaylord after I made it out 
and she verified it, or, rather, made it before Alice F. 
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Jackson, the notary public named therem on Febru- 
ary 3, 1936. [I signed and swore to the same instru- 
ment on February 5, 19386, before Ahce I. Jackson, 
as the one who prepared the return. Our residence 
through all of this period, that is, from L935 on, was 
and has remained 639 Rosemont Avenue, Pasadena, 
California. Those premises are owned by myself 
and my wife in joint tenancy and that has been the 
state of ownership throughout the entire period and 
still is. [3830] 

Approxinately $90,000 of the proceeds of the sale 
of the Marathon Paper Mills stock referred to in 
the trust was invested in the real property purchased 
by the trustees in Texas. 

Q. Now, when did you first hear or know of any 
question that nught be raised as to the revocability 
or irrevocability of this trust ? 

A. The first indication of any such question came 
Trem my attorney here present. Mr. Thomas A. J. 
Dockweller. 

Q. Do von remember when that was? 

A. In the beginning of 1940. I can’t say the 
exact day. 

| have seen the instrument now shown to me en- 
titled ** Declaration Being a Part of a Certain Dee- 
laration of ‘Trust Dated November 7, 193857’, which 
bears the signatures of George 8. Gaylord and Cert- 
rude H. Gaylord, a certificate of acknowledgment by 
George S. Gaylord and Gertrude H. Gaylord, under 
date of March 27, 1940, before J. C. Humphreys, a 


notary pubhe in and for Los Angeles County. and 
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also an oath, a separate oath, signed by George 8. 
Gaylord and Gertrude H. Gaylord on the same date 
and before the same notary. ‘The signature, *‘ George 
S. Gaylord’’, is my signature. It appears on page 2 
in two places. The other signature, ‘‘Gertrude H. 
Gaylord’’, which appears is that of my wife, Gert- 
rude H. Gaylord. Those oaths were made by me 
and her, and those acknowledgments were made by 
me and Mrs. Gaylord before Miss J. C. Humphreys, 
a notary public in and for this county, on the date 
named, March 27, 1940. After this instrument was so 
signed it was left in the hands of my [331] attorney, 
Mr. Thomas A. J. Dockweiler, and it has been there 
ever since, except when it went out of his hands and 
into the hands of the Recorders. I caused that in- 
strument to be recorded on March 28, 1940, in Book 
17245 at page 350 of Official Records of Les Angeles 
County, California. We caused it also to be recorded 
on May 14, 1940 in Book 12, at page 495 and follow- 
ing, of Calaveras County records in this State and 
on March 8, 1940, in Vol. 706, at page 312, of the 
Records of Stanislaus County, in this State. 

Mr. Dockweiler: At this time IT would like to in- 
troduce this in evidence as the petitioners’ next ex- 
hibit. 

Mr. Coon: I object to this, your Honor, as in- 
competent, irrelevant and immaterial to the issues 
in this ease. 

The Judge: The objection is overruled. It will 
he marked in evidenee as Petitioners’ ExInbit 4. 
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(Said declaration of trust was marked as Pe- 
titioners’ inxhibit No. 4, and received in evi- 
denee. ) 


by Mr. Dockweiler: 

@. Now, Mr. Gaylord, is a true copy of that in- 
strument set forth in yours and Mus. Gaylord’s pe- 
tition in this matter as exhibit—this is preliminary, 
so that when the originals are withdrawn, we will 
have the copies. 

Mr. Coon: I might state, your Honor, J will agree 
that the exhibit attached to the petition 

Mr. Dockweiler: Exhibit C. 

Mr. Coon: Exhibit C purports to be a true 
and correct copy of Petitioners’ Exhibit 

The Judge: No. 4. 

Mr. Coon: ——4, which has just been introduced, 


and as {352] in the case of the original document. I 
will make a comparison with a view to withdrawal 
of the original, if that is what Mr. Doekweiler is 
seeking. 

Myr. Dockweiler: Yes. 

The Judge: That may be done. 


By Mr. Dockweiler: 

The Witness: The trust purchased certain prop- 
erty in Santa Monica in this county in March of 
1938, for $127,500, of which purchase price one-third 
was contributed by myself and my wife as trustees, 
one-third by my wife, and one-third by myself. The 
value at the time this purchase was made in March, 
1938, of the improvements then on the property we 
estimated at $15,000. At the time the property was 
rented. ‘There were three stores, all rented. 
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(At 12:40 o’clock P.M. on April 2, 1943, the hear- 
ing which had commenced at 10:22 o'clock A. M. of 
that day was adjourned until 2:00 o'clock P.M. of 
the same day. The hearing was resumed at 2:00 
o'clock P.M. of said day and the following proceed- 
ings were had:) 


GEORGE 8S. GAYLORD 
resumed the said. 


Direct Examination (Continued ) 
By Mr. Dockweiler: 

Witness: In our income tax returns for the trust, 
that I have heretofore testified to, the trust for our 
daughters in the years involved in these appeals, 
19386, 1937, 1938 and 1939, we showed certain gains 
on the sale of the shares of the [333] Marathon 
Paper Mills Company stock, which constituted the 
trust estate and which are the shares referred to in 
the declaration of trust, which has been introduced 
in evidence as Petitioners’ Exhibit No. 1. In those 
returns we showed a cost basis of $8.21 per share. 
Our estimation of the profits realized was on that 
basis. T am acquainted with the memoranda or 
statements which are appended to my and Mrs. Gay- 
lord’s petitions, being Exhibits I. G and H. to my 
petition herein. G corrects F. F is corrected by G. 
‘Those show the bases on which this is arrived at. 

In 1917 I was the owner of 337 shares of the 
Menasha Carton Company. My partner, S. H. 
Clinedinst, was the owner of an equal munber of 
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shares out of a total of 726 shares. The geographical 
location of the Menasha Carton Company and of 
the Menasha Printing Company, which my partner 
in the Carton Company owned 100 per cent, was 
that they were across the street from one another 
in the town of Menasha, Wisconsin. My partner in 
the Carton Company was desirous of consolidating 
the two businesses, and eventually that consolidation 
took place as of July 1, 1917. As a result of that 
consolidation, an agreement was entered into be- 
tween Mr. Clinedinst, my partner and myself, in- 
volving the creation of the Menasha Printing and 
Carton Company, which consolidation was based on 
the assets of the two respective companies, said as- 
sets having been fixed by an appraisal by a compe- 
tent appraisal company, made at the time, plus quick 
assets. iAs a result of that agreement [ got for my 
337 shares of Menasha Carton Company steck and 
my note for $152,161.11 [334] 1,975 shares of the 
common stock of the new company, that is, the Mena- 
sha Printing and Carton Company, and 410 shares 
of the preferred stock of the same company. [ don't 
know how far I can go in reference to the intangible 
consideration in this picture, because there was a 
very definite consideration besides what appeared on 
the books. The profits of the Menasha Carton Com- 
pany for the first seven months of 1917 were $56,000, 
which on a 12-months’ basis would be $96,000 made 
on assets of net worth of $186,000. The Printing 
Company mace the first six months of 1917 $187,000. 
These, of course, are all in round figures. The com- 
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bined profits at the end of the year 1917, that is, 
first operated separately for the six months of 1917, 
plus the profits for the new company which was a 
combination of the two old ones, was $315,000 of 
net profits for the year 1917. 

Mr. Coon: Pardon the interruption, your Honor. 
I would like to know what counsel proposes to have 
this testimony lead to? What is the theory? 

Mr. Dockweiler: To show the real values that 
were involved in the acquisition by Mr. Gaylord of 
the stock of the new company, which later went into 
—that is, it later resulted in—the Marathon Paper 
Mills Company stock in, I think, 1927, which is the 
stock that is in the trust. The assets other than 
good will and earnings consideration were used in 
adjusting, as our memorandum will show vou, made 
contemporaneously, or, a contemporaneous memo- 
randum was used as adjusting, between the steck- 
holders of both companies their respective shares, 
the assumption being that the earnings of both com- 
panies were practically the [335] same; so that in 
arriving at the new stock setup of the new Menasha 
Printing and Carton Company as a rule of thumb 
and for convenience we will show that all questions 
of earnings, even though they entered into the real 
value of the shares held by Mr. Gaylord and those 
held by Mr. Clinedinst, were eliminated and they 
arrived at the proportion of the stock to be held in 
the new company, to be held by the steckholders of 
the old company, on the basis of the tangible assets 
plus the quick assets, but exclusive of any considera- 


) 
| 
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tion of intangible values, such as the earning power 
of the stock as demonstrated by what it had done or 
good will, in other words, Mr. Gaylord’s stock, 
which he put into the consolidation, and Mr. Clined- 
inst’s stock that he in turn put into the consolida- 
tion or merger, had a value, as shown by the very 
earnings, far in excess of the values that were used 
as a rule of thumb to make the proporticnate disti1- 
bution of the stock of the new company. 

Mr. Coon: That is in excess of the book value? 

Mr. Dockweiler: Far in excess of the hock value. 

Mr. Coon: That is the purpose of it? 

Mr. Dockweiler: Yes. 

The Witness: May 1 continue? 

Mr. Doekweiler: Yes. 

The Witness: There was one other consideration. 
and a very important one to me, most impcrtant. 
If we had consolidated these two companies on the 
basis of earings, the most conservative of which 
might be called ten times earnings as the value of 
the stock, and by my prearranged agreement with 
[336] Mr. Clinedinst whereby I was to aequire 40 
per cent of the common stock less what I would get 
by virtue of my Menasha Carton Company, put into 
the combination. | would have been signing a note 
not for $152,000 but for closer to $1,000,000, whieh 
made quite a different consideration to me, and there 
comes in the intangible consideration, namely, that 
Mr. Clinedinst was satisfied that [ was the man to 
run the business and | was the one that dictated the 
terms of the consolidation, and I dictated them, of 
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course, as much to my advantage as I could. Conse- 
quently, we took the assets as the measuring stick, 
not the earnings power, and for that reason alone, so 
that when we got through instead of having $600 
a share value in the Menasha Printing and Carton 
Company stock, in round figures, as would have 
been the case if we had used ten for one earning 
capacity to place a valuation on that stock, we had 
consequently a very low valuation, which was all, 
of course, to my financial advantage at the time. 

J have seen the typewritten statement, a carbon, 
bearing no designation, but starting with the phrase, 
‘Printing Co. resources, $774,000,’* and **Carton Co. 
resources, $186,000,’’ and ‘‘Capital stock $500,000, ’’ 
and then an addition of those two first mentioned 
figures, $960,000, $192.00 average per share, now 
shown me. ‘T’o the best of my knowledge, this is 
the makeup of the various interests together with 
appraisal values and net worth values, made up by 
a man by the name of George J. Mever, who was 
the bookkeeper of the Menasha Printing Company 
in and during approximately the time around July 1, 
1917, and these [837] pencil notations (referring to 
the pencil notations which appear on the sheet) on 
the sheet. are in his handwriting. Those are the 
figures that were acted on by me and Mr. Chnedinst 
and the other stockholders interested in each of these 
companies to arrive at the division of stock im the 
new company. Jf think we onght to interjeet here 
that the other stockholders were very small, both 


laid 
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as to interests and as to the number of shares. 
That is shown, however, in the statement itself. 

Q. Now, I notice on the right-hand side of the 
sheet these figures, “"G. 8. Gaylord, Carton stock, 
$44,968.15; Bonds, $41,370.74." Then in a column 
headed **Capital stock to be issued par value,”’ two 
sets of figures $86,338.89 and then $197,500; and then 
ina column, *‘add. to pay” right along the same line, 
#111,161.11. Then a penciled notation under that in 
words as follows, **$41,000 note,’’ then a line drawn. 
then—that ‘41,000 note’’ appearing under the 
3111,161.11,°° and then a line drawn, and then a 
total there of °*$152,161.10.""° And then after that it 
savs “Signed note.”” What is the explanation of 
those figures? 

A. The $86,538.89 was my participation in dol- 
lars; that is, [ had that much credit with the new 
company against which stock, preferred stock, was 
to be issued. 

The $197,500 represents the common stock T was 
to receive by virtue of the previously made agrec- 
ment with my partner. The $111,161.11 represents 
the difference existing between the amount in dollars 
that I would have to pay on the common stock, to 
have the 1.975 shares. The $41,000 is the [338] ad- 
ditional amount necessary for the preferred stock, 
making a total note of $152,161.11. 

[| have seen the paper now shown to me which 
purports to be a promissory note for $152,161.11. 
dated Menasha, Wisconsin, August 30, 1917, pro- 
viding for the payment three vears after date by 
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George 8. Gavlord to S. H. Clinedinst, or order, at 
the First National Bank of Menasha, $152,161.11, 
bearing interest at the rate of 6 per cent per an- 
num, payable semi-annually. That is my signature, 
G. 8. Gaylord. That is the same note that I have 
been referring to in describing this makeup of the 
combination of the two companies, and that is the 
note that I gave to Mr. Clnedinst at the time. The 
note was paid in cash. ‘This is the receipt for it on 
the face of it: ‘‘Paid in full, September 29, 1924, 
S. H. Clinedinst.”’ That receipt was put on the note 
at or about the time it was so paid in full, and that is 
Mr. Clinedinst’s signature. 

Mr. Dockweiler: Weask at this time, your Honor, 
that this note be introduced, or, rather, we ask to 
introduce in evidence this carbon memorandum with 
the pene! notations, which Ma. Gaylord has just 
testified to, as our Petitioners’ lexlnbit next in order, 
T am offering this first, because the note follows: 

Mr. Coon: No objection, vour Honor. 

The Judge: It will be marked in evidence as 
Petitioners’ Exhibit No. 5. 

(The said memorandum of figures so offered 
and reeeived in evidence was marked Petitien- 
ers’ [exhibit 5, and made a part of this record.) 

[339] 

Mr. Dockwetler: We also ask at this time to in- 
troduce in evidence the promussory note for 8152,- 
161.11, just testified to and which is referred te im 
the peneiled notations. 
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George 8. Gaylord to 8S. H. Clinedinst, or order, at 
the First National Bank of Menasha, $152,161.44, 
bearing interest at the rate of 6 per cent per an- 
num, payable semi-annually. That is my signature, 
G. 8. Gaylord. That is the same note that I have 
been referring to in describing this makeup of the 
combination of the two companies, and that is the 
note that I gave to Mr. Chnedinst at the time. The 
note was paid in cash. ‘his is the receipt for it on 
the face of it: ‘Paid in full, September 29, 1924, 
S. H. Chnedinst.”’ That receipt was put on the note 
at or about the time it was so paid in full, and that is 
Mr. Clinedinst’s signature. 

Mr. Dockweiler: We ask at this time, vour Honor, 
that this note be introduced, or, rather, we ask to 
introduce in evidence this carbon memorandum with 
the pencil! notations, which Mr. Gaylord has just 
testified to, as our Petitioners’ Exhibit next in order, 
I am offering this first, because the note follows: 

Mr. Coon: No objection, vour Honor. 

The Judge: It will be marked in evidence as 
Petitioners’ Exhibit No. 5. 

(The said memorandum of figures so offered 
and received in evidence was marked Petition- 
evs’ Exhibit 5, and made a part of this record.) 
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Mr. Dockweller: We also ask at this time to in- 
troduce in evidence the promissory note for $152.- 
161.11, just testified to and which is referred to in 
the penciled notations. 
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(Testimony of George S. Gaylord.) 
The Judge: Without objection it will be marked 
as Petitioners’ Exhibit No. 6 in evidence. 
CVhe said note so offered and received in evi- 
denee was marked Petitioners’ lexhibit 6, and 


made a part of this record. ) 


Mr. Dockweiler: Now, at this time, your Honor, 
I think the Government has a photographic copy 
which will serve the purpose every bit as well, and if 
there is no objection | will ask permission to with- 
draw the original note itself and to substitute the 
photographic copies. 

Mr. Coon: I will be very glad to cooperate. How 
will we handle it? 

The Judge: Well, the photostat may be marked, 
if it is agreeable with the parties, as the exhibit. 

Mr. Coon: That is all right. 

Mr. Dockweiler: That is entirely satisfactory, 


vour Honor. 


By Mr. Dockwetler: 

The Witness: These figures that appear on FF x- 
hibit 5. to which | have just testified, are valnes based 
on an appraisal made approximately the same time 
as the combination was made. That appraisal did 
not take into considertion either earnmes value or 
good will. It was an appraisal of physical property. 

It was in 1930 that Mrs. Gaylord aequired any in- 
terest in the 7.000 shares of the Marathon Paper 
Mills Company stock. [3840] The 2.000 shares that 
are mentioned in the declaration of trust which has 
been introduced in evidence as Petitioners’ Exhibit 
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l were acquired by her in that year from me. IL 
made a gift to her of them. She did not have any 
interest in that stock prior to that date. She did 
not have any interest in the stock of the Carton 
Company or of the Menasha Printing and Carton 
Company that was involved in this. 

Q. Now, what happened subsequently to your 
acquiring the shares of the stock, both the common 
and the preferred stock of the Manasha Printing 
and Carton Company in 1917? What happened 
subsequently to that? 

A. Well, in 1922 or ’23 I bought all of the re- 
maining interests of Mr. Clinedinst out. There is 
no—as a matter of fact, that is what happened. In 
1927 the Menasha Printing and Carton Company, 
whose name, by the way, had been changed by that 
time to the Menasha Products Company, was con- 
solidated with the Marathon Paper Mills of Wausau, 
Wisconsin, in which consolidation I received for my 
3,301 Shares of Menasha Printing and Carton Com- 
pany stock 6,728 shares of the Marathon Paper Mills 
Company common stock, and $1,038,000 in 5 per cent 
bonds. 

That was mm 1927. 

That is the transaction shown on Exhibit F at- 
This Exhibit I was the 
formula which I used from the sale of the first bonds. 


tached to my petition. 


made in 1928, up through to and ineluding 1939 on 
all sales of bonds and stock of the Marathon Paper 
Mills that T owned or that any of us owned, but as 
T have said heretofore, that Exhibit IF? was wrong, 
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as it failed to take [341] into consideration the trans- 
action we have been discussing, of the Alenasha Car- 
ton Company and the Menasha Printing Company. 
The explanation of the correction required to be 
made is set forth in Exhibits G and H attached to 
my petition in this matter now shown to me. This 
exhibit takes into aecount the earnings of the Mena- 
sha Carton Company and of the Printing Company 
and the resulting basis for the computation of the 
original cost of the Marathon stock, as shown in [ox- 
hibit H, page 2, which is the result. Those two ex- 
hibits, then, G and H, set forth the factors that were 
used. Those factors were based upon facts, to the 
best of my knowledge. With G and H I arrived at 
a per share basis difterent from what [| have in I; 
slightly different. 

Mr. Dockweiler: A higher basis than that which 
is actually used in the returns. 

The Judge: This seems to be $8.21. 

Mr. Dockweiler: That is in “EF, your Honor, 
and that is. as I understand it, the basis used in the 
return. 

Mr. Coon: That is right. 

Mr. Dockweiler:  Correctly—that is. properly 
speaking, that basis is erroneous, being too small. 

The Judge: Where is the basis which you say is 
the right basis? 

Mr. Dockweiler: That appears on page 2, line 6, 
$10.988 per share. 

Mr. Coon: In what exlnbit is that? 

Mr. Dockweiler: That is in Exhibit H. [842] 


376 George S. Gaylord vs. 


(Testimony of George S. Gaylord. ) 

The Judge: What do the earnings have to do 
with this, so far as the basis is concerned ? 

Mr. Dockweiler: As explained, your Honor, the 
original formula for arriving at the division of stock 
between the various stockholders of the Carton Com- 
pany and the Printing Company, the first two com- 
panies that Mr. Gaylord has testified to, took into 
consideration only the appraised values of the tan- 
gible properties, plus quick assets, and did not take 
into consideration in any manner the actual value 
of stocks as going concerns having earnings values, 
as demonstrated by past performance; earnings val- 
ues that would have raised the value of the stock far 
in excess; nor was any consideration given to good 
will. 

The Judge: What difference would that make? 

Mr. Dockweiler: The difference would be this: 
that what Mr. Gaylord turned in from his own Car- 
ton Company, which he turned into the Carton and 
Printing Company amalgamation, was a very much 
higher value than the values indicated by merely 
the appraisement on the tangible assets plus the 
quick assets. 

The Judge: Suppose it was. 

Mr. Dockweiler: Then if that was the case back 
in 1917, then his snbsequent sale of the stoek would 
be on a higher base. 

The Judge: How do vou arrive at that? 

Mr. Doekweiler: Because what he put into it was 
higher than what those values are shown here, based 
upon merely the tangible and quick assets. Those 
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are not truly reflective. Ll am referrimg to Exhibit 
», your Honor. Those were not truly reflective of 
the real values of the stock of the Carton Company 
that he put into the amalgamation. [343] 


By Mr. Dockweuer: 

The Witness: ‘The Carton Company was organ- 
ized in 1911, prior, of course to there bemg any in- 
come tax account, and I continued my ownership of 
the stock of the Carton Company right up to the 
1917 amalgamation of the Carton and Printing Com- 
pany, less 5 or LO shares I may have sold to em- 
ployees—I don’t remember—but the bulk of it, yes. 

Q@. Now, in between there there was a taxable 
transfer on which the Government and the tax- 
payer have both shpped up, relating to that merger ? 

Mr. Coon: A taxable transfer? 

Mr. Dockweiler: Yes. And that added to some 
confusion in my associate, Mr. Bontems’ mind. 

Mr. Coon: Im reply to that, I might say, Mr. 
Dockweiler, there were one or two transactions in 
which no mcome, taxable nmcome, was reported. 

Mr. Doekweiler: On the theory that there was 
none. That happened to be the taxpayer and that 
was his theory. 

Mr. Coon: I don’t know just what was reported. 
We didn’t have any theory, because we didn’t go into 
the question. 

The Judge: Was this 1917 transaction a taxable 
transaction ? 


Mr. Coon: I think it was, vour Honor. Back in 
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that time every re-organization was a taxable trans- 
action. ‘I'he law didn’t provide otherwise. You were 
taxed on everything, so to speak. 

Mr. Dockweiler: You are right there. [344] 

The Judge: Under what provision of Section 113 
does your basis come? 

Mr. Dockweiler: I think Mr. Bontems is better 
prepared to answer that, because he is more familiar 
with the actual figures used. 

The Judge: Well, I am interested in the provision 
of the statute you are relying on now, not the fig- 
ures. We will get to the figures after we find the 
provision of the statute. 

Mr. Dockweiler: The values, your Honor, that 
Mr. Gaylord actually received from the Menasha 
Printing and Carton Company. Now, that is the 
base we are taking. 

The Judge: That is the basis you are contending 
for? 

Mr. Dockweiler: Yes. ‘That is the cost to him. 
He put that into that stock, namely, the stock of 
the Carton Company plus eash, that is, plus the 
promissory note which ultimately was paid off as 
cash. 

Mr. Coon: Stoek, plus the promissory note and 
plus cash? 

Mr. Doekweiler: And the stock had a value higher 
than the value that was shown in this formula that 
was used at the time as a rule of convenience. 

Mr. Coon: And the value shown in the formula 
was what vou might eall the book value ? 
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Mr. Dockweiler: ‘That was book value—or, no, it. 
was different. It was not the book value. He testi- 
fied that was the appraised value. 

Mr. Coon: Not taking into consideration good 
will? [345] 

Mr. Dockweiler: Good will, or anything else. 

Mr. Coon: At this time, your Honor, I want to 
object to any testimony as to the effect on the value 
of the stock turned in at book value. It so happens 
that I went clear to the United States Supreme 
Court on that very question way back 34 years ago 
in the ease of City Couneil vs. City of Estherville, 
where the banks at that time made that same con- 
tention of taking good will into account in a situa- 
tion hke this, which is not permissible. However, 
that is a matter for our brief. 

The Judge: All right. Go ahead. 

The Witness: I can’t answer vou, I don’t think. 
By Mr. Dockweiler: 

The Witness: Now, in 1927 there was that further 
transaction I have testified to. The Menasha Prod- 
ucts Company consolidated with the Marathon Paper 
Mills, and I have already testified as to what I re- 
ceived. Subsequently the stock was split four for 
one. That is what is shown in my Exhibit H. 

@. Would you explain, because it appears in the 
computation of the basis of the Marathon Paper 
Mills stock, which is appended to vour petition as 
Exhibit H—would vou explain that transaction be- 
tween vourself and vour brother ? 
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A. Yes. In 1925 my brother, who was practically 
the sole owner of Robert Gaylord, Incorporated, 
operating in St. Louis at that time, came to me and 
suggested that L exchange 350 shares of the Manasha 
Printing and Carton Company stock, common stock, 
for 432 shares of the stock of the Robert Gaylord, 
Incorporated company, which we did. The 432 shares 
represented [346] about, roughly, one-third the en- 
tire capitalization of the Robert Gaylord, Incorpo- 
rated company. Subsequently, and some time in the 
latter part of 1926, possibly in the early part of 1927, 
my brother came to me and said that he was attempt- 
ing to interest large paper mill owners in his com- 
pany, and they were trying one way and another to 
make a financial setup with this new blood which was 
coming in, and was [ satisfied with the arrangements 
as they were tentatively made from time to time. 
You must appreciate that there was nothing cut and 
dried in these negotiations, that they shift, and turn, 
and twist around and about. At one time in these 
negotiations my brother asked me if I would sell 
to his new group coming in the Robert Gaylord, 
Lacorberated ¢ompany picture the 432 shares which 
T owned, and T said | would. and I placed a volue 
of $300,000 on them. This was not, however, ac- 
cepted, as their plans ehanged again, and my bro- 
ther came to me and told me that he would like 
very much to cancel our original exchange of stock, 
that is, | was to @ive him back the 482 shares of 
his stock, and | was to vet back the 357 shares of 


my stock, together with any dividends having been 
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paid by either one in the meantime; in other words, 
to cancel the whole arrangement as though it had 
never existed, and that it was imperative for him 
to do that if he expected to carry through the very 
large plans which he had, and | agreed to that. 

Those are the adjustments which are shown in 
that computation. 

In addition to the 7,000 shares of Marathon Pa- 
per Mills [347] stock, shown in the declaration of 
trust to which reference has been made, there were 
also personal holdings of mine and Mrs. Gavlord’s 
separately that were involved in sales covered by 
these returns. These returns that are involved here 
covered more than the 7,000 shares. TT 
something over 24,000 shares all told. 


hey covered 


All of the statements made on pages 20 to 37 in 
paragraph 5 of my petition are true. 


Cross Examination 

Mr. Coon: Your Honor please, the income tax 
returns of Mr. and Mrs. Gaylord for the vears 1936 
to 1939, inclusive, the vears involved in this case, 
and also the returns of Mr. and Mrs. Gaylord as 
trustees for the vears 1936 to 1939, inclusive, con- 
tain information in regard to the various. stock 
transactions that have been testified to by Mr. Gay- 
lord, and | think the returns should be offered in 
evidence by the respondent. 

Mr. Docekweiller: No objection. 

Mr. Coon: Also, in addition to the returns | 
have mentioned the returns of Margaret G. Ruppel 
for the vears 1936 to 1939, inclusive, and the re- 
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turns of Gertrude Gaylord Bruce for those same 
years. However, in 1936 she was Gertrude Gaylord. 

I had better have these identified. 

The Judge: If there is no objection 

Mr. Dockweiler: ‘There is no objection. 

The Judge: Why can’t you just put them in? 

Mr. Dockweiler: Just have all of them go in. 

The Judge: And if you will read them off and 
let the [348] Clerk mark them, we will get the 
sequence of the exhibits, because I think each one 
should be marked separately. So if you will just 
read off the name and the year, we will designate 
the exhibit number and it can go in. 

Mr. Coon: You are suggesting that I read them 
off, your Honor? 

The Judge: Yes. Just pass them over to the 
Clerk so she can mark them. 

Mr. Coon: The return of George 8S. Gaylord 
for the year 1936. 

The Judge: That will be Exhibit A. 

(The said 1936 return, George 8S. Gaylord, 
so offered and received in evidence was marked 
Respondent’s Exhibit A, and made a part of 
this record. ) 
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turns of Gertrude Gaylord Bruce for those same 

years. However, in 1936 she was Gertrude Gaylord. 
I had better have these identified. 
The Judge: If there is no objection 


Mr. Dockweiler: There is no objection. 

The Judge: Why can’t you just put them in? 

Mr. Dockweiler: Just have all of them go in. 

The Judge: And if you will read them off and 
let the [848] Clerk mark them, we will get the 
sequence of the exhibits, because I think each one 
should be marked separately. So if you will just 
read off the name and the year, we will designate 
the exhibit number and it can go in. 

Mr. Coon: You are suggesting that I read them 
off, your Honor? 

The Judge: Yes. Just pass them over to the 
Clerk so she can mark them. 

Mr. Coon: The return of George S. Gaylord 
for the year 1936. 

The Judge: That will be Exhibit A. 

(The said 1936 return, George 8S. Gaylord, 
so offered and received in evidence was marked 
Respondent’s Exhibit A, and made a part of 
this record. ) 
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Respondent's Exhibit A—(Continued ) 
1936 
Dividends reeeived 


First National Bank Menasha, Wis.................$%117.00 


OO EE ————— 480. 
Sundytrand Miselime Tool ...............0...00.0...0.... 687.50 
Ns ee | 435. 
Sy) Veirie Gad Awep. ............000..0 gee. 50, 
MEGDAMermery FAIS ..................-.0e....-ccestcivennsssencenes- 120. 
ce a 800. 
United Oorperbthom ..................cccccccccscescecsssecsaseee. 200. 
Oe oe. 

2911.50 

Y 
G.S. G. 


Held less than one year 


1936 Purchases 
Jan. 7 300 Swift 24% ...............0.00.........- 8 1402.90 
June § 100 Montgomery Ward 36%............ 3707.50 
do do a 3720.10 
Apr.14 500 N.Y. Central 417.....0000000000..... 210387.50 
JuneS 250 Sunstrand M. Tool 1534............ 3937.50 
Oct. 26 1000 Coml. & Southen 4 .........0..... 4100. 
Feb. 14 300 8B. & O. By. B1y.................... 6427.50 
Feb.95 200 Sylvania Ind. 291,.................... 9850. 
Feb. 6 Rep. Iron & Steel 2214 .................... 6728.55 
Boothe Gillette & Co. Jomt % ........................ _ 24.57 my share 
62911.15 
Sales 
Poe. FO TOG SUT, PG eee... ete ge 2451.90 
do GAIA ecccec secs teaeemse.. BNDG90 
do ee certs gegen. - 2401.75 
Sept. 10 100 M. Ward 464.....0..000 en. 4845.90 
Sept 18 do CMe..........cccxen — 4895.90 


Sept 10 SOON. Y. Cent. 45%... eee 1S6TH 22 
Oct. 9 200 do OY nn cccccemneneeees 8 TSI 
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1936 
Sep. 18 


Nov. 30 
Nov. 30 
Nov. 30 
Nov. 30 
Aug. 21 
Aug. 21 
Aug. 21 
Apr. 14 


50 Sund. M. Tool 1834 


do 1914. 
do 20...... 
do 2014. 
do je 


100 B. & O. Ry. 22... 
100 do - 
100 do  — 
125 Sylvania Ind. 301, 
Za do 3014, 
50 do 301, 


Sales 


water eecaccccosess 


eee eescccescccceces 


ee ee ees 


see etecossreccnccs 


Joint Acet. with Boothe Gillette my share 


[Figures penciled in margin] : 


1935 


June 17 $4000. Yosemite 5% R.R. Bonds 20% 
June 17 


1936 


Sept. 12 


68,939.45 
62,911.15 


6,028.30 


Held over one year 


Purchases 


6000. do 


1054.97 
3479.90 
2203.45 
2178.45 
2178.46 
3138.75 
TO. 
1507.70 
T520.99 


68939 .45 


Gain 
Gain 


S40. 


2034, 1275. 


Sales 


10000 Yosemite 59 Bonds ¢ 
.00 


Gain $1681 


809 of $1681. 
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$6028.30 
24.57 


6052.87 


1344.80 
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Respondent’s Exhibit A—(Continued) 
CAPITAL GAIN SHEET No. 2 
Held over 2 vears 
Purchases 
sept. 23,1932 $8 Masonite Corp., 5%&%........ $ 495.00 


Sales 
Mar. 30,1936 S88 Masonite Corp., 94%4...... 8,306.56 
Gain $7,811.56 


GO% of QWiM.....0............. $4 686.94 
Held over 10 years 
Purchases 
Mar. 1.1913 4950 Marathon Paper Mills 
1 a ee $40,639.50 
See attached for basis of cost price 
Sales 
1936 All the following are Marathon sales 
ao ££ 4 DO N......£_ ff COM 
a OD ecco. ees. 9,100. 
2 ae.) ~ eeee 9 450. 
mar 16 BOO Ol .. cence. 8,096.25 
i 8,396.25 
| a a. §,696.25 
mee S BH) BD.........0.2cc.......... 7,496.88 
ee! cee... 0,422.80 
do 3 a 2 Seo) TL 
_ 2 ee - e : en §,246.88 
meme TO “PEM BON nn. 6,309.38 
Mee. 3 POCO 2 oo... 41 938.82 
8 Se a } a 20,969.33 
CS) ee. OF 20,969.96 
4950 168,166.51 
oe Gow mee Zoo. 5 
Ce hy FS 
30% of such gain —— : $ 38,258.10 


Total gain, 2 sheets... ..........$ 50,842.71 
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Respondent’s Exhibit A—(Continued) 


SHOWING COST OF MARATHON PAPER 
MILLS COM. STOCK 


Menasha Printing and Carton Co. 


Value Marth 1 9913 _oo ee ee Oa 
ly l, 1907, med... cee... eee 152,500. 
$ 502,500. 
lvess,.Pveterred Stock sold, July @917....................-... 20,000. 
482,500. 


Received for 3357 shares Menasha Printing and Carton Com- 
pany stock, securities of Marathon Paper Mills Co., as follows: 


$1,038,000.00 par 514% Bonds -..........coccceecceeceeceeeos $1,038,000.00 
6728 shares Common Stock @ 130.30 ~.....0000..00.20.....- 876,658.40 
$1,914,658.40 


$1,038,000.00 equal 54.21% of total received 
876,658.40 equals 45.79% of total received 

45.79% $482,500.00 equals $220,936.75 or Original cost of 6728 
shares of common stock or $32.84 per share. 

Stock was divided four for one, making original cost of present 
common shares $8.21 per share. 


[Figures penciled in margin] : 
1917 
3357 
2 


6714 


~: R9 | 
| a 
He a | <a 
Sill] fi] Mek HE Hee 
Ss 
ath Tee ey ; 
| RRA, Gea 
L A ss ! 
i j | ) RELTIT Pek teeter“ t : 
Rae |. [aE a) 
ae § P 2 F i: 
\ ae ceeiteeld . Ha8 |) 
NS " ; aE HiME ise } veove rt 
r ; eee eeee 
ry a a i Te i dtsytty 2232 || 
32 st | 3 valesstfl. oF LEE: EPEAT ALLEL ’ 
: ih i i i [ ait 2 s gage: 
on | Me A A 


Ty,.? 


ts sidiss 2 3 3538 


Boothe Gillelle Elo 
WR econed 8 GAYLORD JU ACCT tn tora ern 8 
6 2 cums. 2 
be “ a, en =-3 | 
(5 we BYU NGTON GOULD MEW OGM es 
oa os oe 9 aet8 90 
SO’ ALLE@EY re sso CR OS ion of 
fn SO «ILLINO16 GOTTRAL -~-4-4 
Sa 
9 37 a 
ye 160° PACKARD MeTORS 15 sens pe 
SO PACKARD MOTORS 12 7/% 
SO. TEAS PACIFIC Lum TwET y. - g 
30 TOUS PACIFIC COAL & OIL = a 
100 UNITCR Gas Com by 
rite + ghey S473 3 NS 
O1V BBO TEMAS PAC COAL & OIL se 6 
IT CREST Gu anens wn 87 
TOTAL JOINT ASST PROFIT | | 2% 
| | 
= | | | _: 
2 
/* 


£408 AOvISE WMERATEY Ww Ties STAT ERCGNT © =e’ GOEETV 
£O00.6@ Tre aagvewtwe: OF Tee STATURCENT Wu AMEOTT me mene VOU MEET eOees GETS. 
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1936 INTEREST RECEIVED 


Pulham Mortage Co., Los Angeles ......................$163.76 
are “GO? Mi GiiiPem) ......c....ec........cc ee.) | RD 
$236.15 


[Endorsed]: T.C.U.S. Filed Apr. 2, 1943. 


Mr. Coon: George 8. Gaylord’s return for 1937. 
The Judge: That will be Exhibit B. 

(The said 1937 return of George S. Gaylord, 
so offered and received in evidence, was marked 
Respondent’s Exhibit B, and made a part of 
this record. ) 


UNITED STATES .°“4 Ls yaar: ¢ 


1937 INDIVIDUAL INCOME TAK RETURN _ 


‘" 


aod tt) a td cid fi tt Tit” 1 


FRSTT MAME AMD ASORRES FLABELY Geo terest ® 


|Grokse.© 


es —— 


7. Lame rm tr Pah de 


eee A ene neepamneenae 


€. Renee end repuiin Grom Sebadhule C) a 

9%. leenmne (er lan) fram bunimess or profesnen (rem Schedule Dj) 
10. Gasn (er lame) fram enle or eachange of praperty Gram Schedles FQ) 
11. Other smenme (state mature; use separate schedule f mesmmery) 
Total meame = fame | to |!) (enter nentamble ineeme ip Subedals H 


oar | 


ELLE TSE + 


-_ I 


Lc 4 y 6 > 


e a | 
-4 
a 
= — 
> ‘ 1V 
Peew 8 Nee 
Sehedul A — INCOME FROM S4LARIFS AND OTHER omer FOR PERSONAL SERVICER. oo ten 
Nees cot (then @ Mepewe @ “Nee of lo ioe 2 Somes 


® 
Teaa) cshoen } mans total cobomn 4 (enter os atom | peg |) 


«a _ Schedule B.—INTEREST ON COVERNMENT OBLIGATIONS, ETC Ghee baearwetion 5) 


alae pr erelgee ae, ry Sr @ the Dewict | 
Cohenmee @ Lnded Kate preeeame § 


(1) Cid get me anced voter Federal Fare Lowe Act. of venter morh Art os eemomded 


(eo) (Ubigetame df Leted Santen cmd an o bebere September}. 1017 2. . ' - : eats 2 
(A Vreemey Ssstcn Tresmury Balla cad Treemey (ortectes od ladebeedmem.... (2 
(2) US Swenge Bends ond T a= - 
U) Odiegetene df seer cmentelt me Se Cd St (te te gti 8 | 
be poperted os ()) ebwwe) eis IS a ctr! te | 8 — a 
(Ph) Tetal (eoter total of cobs 3 os tom 3. poe |) 4 
Schedule C.—INCOME FROM 4 RENTS AND ROYALTIES. ‘ weet 
—_ — . : = - 
0 Rand df Praperey | 2 doe rect (ig pe me 


Gast Gn dhbes 2 wre =! eta thas te ee ll Ss wer ’ 
Mt >a 1. pr ~ 


ty a ay Lasik | . 
i. 2 * - 7 

Eagdenetuan of deductions 3 > 
dawned ncohern S$ tt ta #6 dha ff. 


_ 


1 Teta) revewpes (stats mitered bee @ poem) is Tn ee ee ee 
Cost oF Coops SOLD 

) lobe 8 — 

\ Whescereed cond mnapgpheen = | 

4 Uerrtrematene temaght ber onke és 


iP 4 Teem os beeen and prepety_ 
'} Leste Gengdnim im Subedede Go 


\ Cates cute (tome terhow ) 
ee cc © Waging db pene 


14 Bed dubes 
: ae ‘ lk —— ye ee oe 
we Setendehe D 
0 fem ercwmtary of can! of (a Rema repman, ond other exgemem — er 7 
© Na cont dé geet oh ? —e 
—< a, 1 @ @ pees chet) 
7 Teed Gam Ww MR 


Fiwee CO oe VU oe om been 6 cred 8b te emits whether oe | IE Total dedbertivons (hams 9 gles ime 17) 


wuts am are coh’ of cam. av cast @ emvtat, ehalhewe « bw 
PO Net prefit (ar bene) Gime | cotmme fine (ene oo em 8 py 


Pn 
chavered on hows 5 and 16 


Swhedsle  — EXPLANATION OF | 


— > 


oe er oa | 
wm ve th ND sd See 


Jlad wee VSI 0 Loq' 
iat ~ 
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Respondent's Exhibit B—(Continued) 
SCHEDULE F.—GAINS AND LOSSES FROM SALES OR 
EXCHANGES OF PROPERTY. (See Instruction 10) 
[Followed by printed form not filled in] 


SCHEDULE G. — EXPLANATION OF DEDUCTIONS 
CLAIMED IN ITEMS 13, 14, 15, 16, 17, AND 18 


Real estate and personal property taxes .......000000.00...00... $ 7,797.47 
Ee a a ae 21.50 
Ee -) 2,540.35 
I I sess «nan - - nein sinainicaicanewanannasiuel 72.71 
$10,432.01 
Charities—GQoinmunity Chest 00.0000. eee $ 160.00 
ee Gees 2 2, ee Se... 50.00 
BMMLIOMAA Soe Y |......... 20. ccccceccsceweswevssave~scvanweeseseeseee 25.00 
Paid McKinley & Co., Inc., 71 Broadway, N. Y. City 
Ne $ 5,000.00 
Paid Dockweiler & Dockweiler, attorneys, for advise 
i 217.10 


SCHEDULE H.—NONTAXABLE INCOME OTHER THAN 
INTEREST REPORTED IN SCHEDULE B. 
(See Instruction 12) 
[Followed by printed form not filled in] 


SCHEDULE I.—EXPLANATION OF CREDITS CLAIMED 
IN ITEMS 22 AND 23. (See Instructions 22 and 23) 
(a) Personal Exemption 


Number of 
Months During 
Status Year in Credit Claimed 
Iach Status 


Single, or married and not living with 


PteAN of Wile on... ....ccccccesecsecccescceees. 
Married and living with husband or 

= Se 12 vrs. $2500.00 
Head of family (explain below) 400.00 


Reason for credit: | grandehild 
Name of dependent and relationship: age 12 vears. 


(b) Credit for Dependents 
[Followed by printed form not filled in| 
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Respondent’s Exhibit B—(Continued) 


SCHEDULE J.—COMPUTATION OF EARNED INCOME 
CREDIT. (See Instruction 26) 
[| Followed by printed form not filled in] 


QUESTIONS 


J. State vour principal oceupation or profession: rancher. 

. Check whether you are a citizen (checked) or resident alien. 

3. If you filed a return for the preceding year, to which Col- 
lector’s office was it sent?: Los Angeles. 

4. Are items of income or deductions of both husband and wife 
included in this return? (See Instruction B): no. 

5. State name of husband or wife if a separate return was 
made, and the Collector’s office to which it was sent: Ger- 
trude H. Gaylord, 639 Rosemont Ave., Pasadena, Calif. 

6. Cheek whether this return was prepared on the cash 
(checked) or aceural basis. 

7. Did you at any time durimg your taxable year own directly 

‘or indirectly any stock of a domestic or foregin personal 
holding company? (Answer ‘‘ves’’ or ‘‘no’’): no. If 
answer is ‘‘yes’’, attach schedule required by Instruction M. 


AFFIDAVIT. (See Instruction F) 


I/we swear (or affirm) that this return (including any ac- 
companying schedules and statements) has been examined by 
me, us, and to the best of my/our knowledge and belief is a true, 
correct, and complete return, made in good faith, for the taxable. 
year stated, pursuant to the Revenue Acts of 1936 and 1937 and 
the regulations issued thereunder. 

GEORGE S. GAYLORD 
(Signature) (See Instruction F) 
If this is a Joint return (not made by agent) it must be signed 
by both husband and wife and sworn to before a proper officer 
by the spouse preparing the return, or if neither or both pre- 
pare the return then by both spouses. 


Subseribed and sworn to by George S. Gavlord before me this 
3rd day of Mareh, 1938. 
(Seal) IHegible 
(Signature and title of officer administering oath) 
A return made by an agent must be accompanied by power of 


attorney. (See Instruction F.) 
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Bought 
dan. 7, 1937 
Jan. 4, 1937 
Oct. 20, 1937 
share on 
Jan. 11, 1937 
Jan. 11, 1937 
Jan. 12, 1937 
Mar. 15, 1937 
Mar. 15, 1937 


Sold 

Sept. 14, 1937 
Sept. 23, 1937 
Nov. 16, 1937 
Noy. 16, 1937 
Nov. 18, 1937 
Aug. 24, 1937 
July 27, 1937 
July 27, 1937 
Dee. 28, 1937 

Dee. 28, 1937 

Dee. 28, 1937 


100 Phillips Pet., 52 


i. co. A. 


Held under one vear 


100° Gont.. Gil Diel., 4244............0....0000..... 
172-S6/100 Mara. Pfd. (Div. $3.00 per 


SO) ee ne 
$9,000—Third Ave. 5-1960, 41................ 
$10,000—Third Ave. 5-1960, 41............ 
$1,000—Third Ave. 5-1960, 4034............ 
$18,000—Third Ave. 5-1960, 39 ............ 
$2.000—Third Ave. 5-1960, 381/.......... 

100 iillipe Pet. S4.....................0 


100 Cont. Oil, 3914 
64 Marathon Pfd., 89) 


a8 


30 - $6/100 


weecceccccusececoccecascescoccogccce 


86 
904 172— 
s9} 100 


a6 é6 


(6 


5,000 Third Ave. 5s, 1514.........000..0.0... 
19,600 "Third Awe, Ss, 17........................ 
OOOO “Phard Ave, os TTA, |.........00..008:.. 


2,000 Third Ave. 
8,000 Third Ave. 


ie Sie........................ 
Ao = WA 
OS, 5 wG 0 BODDOUOECO- SOO OboooS 


10,000 Third Ave. 58, 554................0.. 


Bot 
Sold 


$42,871.35 
29 014.33 


13,857.02 


Loss 


Se eee 


oot 


Fy me Fo mm! 


4.270.00 


17,286.00 
5.713.85 
4,126.50 

410.15 
7,066.60 
775.00 


42,871.35 


9,368.39 
3,888.17 
5,692.80 
5,217.10 
4523.99 
747.98 
1.670.96 
860.48 
106.69 
416.79 
920.98 


29,014.33 
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Respondent’s Exhibit B—(Continued ) 
G. p.iG, 
Held one vear less than two—80% 


Bought— 
June 8, 1936—250 Sundstrand Mech. Tool, 1534........8 3,937.50 
Oeti. 26, 1986—200 United Corp, 1% .......-....ee 1.495.00 
Oet. 26, 19836—800 United Corp., 71% ...........0000.... 6,080.00 
$11,512.50 
sold— 
Aug. 4, 1987—100 Rites Sund. M. Tool, 3/32............ 9.33 
Aug. 4, 1937—150 Rites Sund. M. Tool, 3/32............ 9 OF 
Sept. 3, 1937—100 Sundstrand M. Tool, 20 .............. 1,962.21 
sept. 28, 1937—150 Sundstrand M. Tool, 1714 ........ 2,598.33 
Dec. 28, 19837—1,000 United Corp., 39% ~.....0.0000... 2,954.93 
$ 7,554.77 
OMIM 2... eee $11,512.50 
=O ee eee oe e-em iee eee 7,004.77 


$ 3,957.73 


80% 
Re eee ee ee $ 3,166.1840 
G.%. G. 
Held between 2 and 5 vears—60% 
Bought—Shares 
May 31, 1983—1400 Southland Rovalties, 4% ..........4 6,825.00 
Sold— 
Sept. 23, 1987—100 Southland Royalties, 884 .......... § $861.78 
Sept. 23, 1937—-200 Southland Royalties, 8%%@ .......... 1,698.56 
Sept. 23, 1987—1100 Southland Royalties, 84 ........ 9 204.59 
$11,764.93 
2 $11,764.93 
awit .........cteeec.-- eee 6,825.00 
$939.93 
60% 


ED cc ee ae & 2,963.958 
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Respondent’s Exhibit B— (Continued) 
gs > @. 


Held more than 5 years, less than 10 years—409% 


Bought— 
Feb. 4. 1928—$10,000 City of Ashville, N. C., 434 
8 | eee Sr Pag 
Sold— 


Through recapitalization reeeived $10,000.00 City 
of Ashville Bonds due July 1, 1976, paying 1%. 
Sold the above: 
Og A + DO TO.1T 


$ 7,460.95 


40% 
ee eee $2,984 .372 
G. 8. G. 
Held over 10 years—30% 
Bought— 
See attached establishing value, as per previous 
years, Marathon Com. at $8.21 per share as of 
March 1, 1913. 
Sold— 
Feb. 9, 1937— 500 Marathon Com., 65 ...........$6 32,493.75 
march 12, 1937— 100 Marathon Com., 7S ............ 7,767.58 
March 17, 1957—2,000 Marathon Com., 78 ............ 155,963.39 
March 17, 1937— 100 Marathon Com., 754% ........ TAN 
Apr. 1, 19837— 100 Marathon Com.. 80 ............ T969.75 
2,S00° 
Cost—2800 shares @ $8.21 per share ~...................- 22,988.00 


189,024.67 


3067 


$ 56,707.40 
* Tn peneil. 


—_—_——_—— 
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Respondent’s Exhibit B—(Continued) 


SHOWING COST OF MARATHON PAPER MILLS 
COM. STOCK 


Menasha Printing and Carton Co. 
oe a ee a $ 350,000.00 
suly 1,<L917, inweatied ...........0008 ices ete 152,500.00 
$ 502,500.00 
Less preferred stock sold, July, 1917 ~........000000.... 20,000.00 


$ 482,500.00 


Received for 3,357 shares Menasha Printing and Carton Co. 
stock, securities of Marathon Paper Mills Co., as follows: 


$1,038,000.00 par 514% Bonds .........0..... eee $1,038,000.00 
6,728 shares Common stock @ $130.80 ................. 876,658.40 
$1,914,658.40 


$1,038,000.00 equals 54.21% of total received. 
$876,658.40 equals 45.79% of total received. 


45.79% of $482,500.00 equals $220,936.75 or original cost of 
6,728 shares of common stock or $32.84 per share. 


Stoek was divided four for one, making orginal cost of present 
common shares $8.21 per share. 


CAPITAL GAIN TOTALS 


Loss Gain 
wield. wnider oie YORR ....c.....2.c---sces.---f $13,857.02 
Held over one year, less than 2 years.. 3,166.15 
Held over 2 years, less than 5 years...... $ 2,963.96 
Held over 5 vears, less than 10 yvears..... 2,984.37 
Hield owe: 10 ween occ... cccck.. scence. 96,707.40 


$20,007.57 $59,671.36 
Oe ne ee ee 20,007.57 


TE I a Oi eS $39,663.79 
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1937 United States 1937 
SCHEDULE OF FARM INCOME AND EXPENSES 


Treasury Department Form 1040F Internal Revenue Service 


Fill in Pages 1 and 
» . " 3 if Your Accounts 
Or for vear beginning.............. , are Kept oa Caph 
1938 Basis. If You Keep 
Books on an Ac- 


geen Pte Porm For Calendar Year 1937 
to Your Income 
Tax Return Forn 

1040 and File It 1937, and ended............. 
With the Collector 


yy 
of Internal Revenue Name crual Basis and 
for Your District G EORG E S. GAYLORD Desire to Use This 
Form, Fill in Pages 
Address 2 and 3 Instead 


639 Rosemont Ave., 
Pasadena, Calif. 


FARM INCOME FOR TAXABLE PERIOD 


2. Sale of Crops and Other 


1. Sale of Livestock and Produce 
Produce Raised 


Raised 
Kind of animals Quantity Amount Kind of crop Quantity Amount 
Mk! | AD) | te $536.96 
Es. ieee 62 sis wr eremee 991.90 Ns, 20188. cat ececcessczeseses. 61.72 
VK 21.20 —_—__—_— 
EO 138.04 CC $598.68 
I I 5 ncn anata, 296.04 (Enter on line 2) 
Tee................ $1,102.18 


(Enter on line 1) 
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Respondent’s Exhibit B—(Continued) 


SUMMARY OF INCOME AND EXPENSES COMPUTED ON 
A CASH RECEIPTS AND DISBURSEMENTS BASIS 


1. Sale of livestock and produce raised.....................--- $ 1,102.18 
2. Sale of crops and other produce raised.................. 598.68 
S. Oiler ewe Obs ces 
4. Sale of livestock or other items purchased........00....00 0 ceeeee-o---- 
D. Gwebe Profits! .....c2220 6.3 a $ 1,700.86 
7. Wepenses, (column 1, page 3) ....ceens..1............e $ 3,433.66 
8. Expenses, (@0lumm 2, pwa@e 3)... 
9. IeePadisse (from Yoe@e 3) q.cc...s.cccc.. ccc cece cecseesescteesecteseess 42.54 
10. Depretiatiion (from Pate 3) ........ cee... ccc 503.96 
11. Potal JOXPeMSe@s _............. ec cccccccecececccecencceceoncence dp CRD 


6. Net farm profit (line 5 minus line 11) to be re- 
ported av itém, 9 on’ Form BO40....-sccsece cus ce, $ 2,279.30 
[Stamped]: Reeeived with remittance Mar. 3, 1938. 


FARM INVENTORY FOR INCOME COMPUTED 
ON AN ACCRUAL BASIS 


[Followed by printed form not filled in] 


SUMMARY OF INCOME AND EXPENSES COMPUTED 
ON AN ACCRUAL BASIS 


[Followed by printed form not filled in] 


FARM EXPENSES FOR TAXABLE YEAR 


Items (1) Amount 

Fl teed] Wieigs OW GRMPT ...-...c-c-..-22-2.. ane cage one age ee $ 1,272.48 
Pieeld, Why, Merwe cle. ........-2.c... ence ee 1,382.50 
CWead), legis We. oe... 46.63 
Peftiligets abd spraying Matefals ....................-....0. 09.00 
iWel ane oil. Tom Mami wee... eee ences ddO89 
Rarrels, bags, craibes, AG tiiire-.....................cosess. come 11.68 
Wher Pert, Bieeirice Pamer .............0.......- ee. 161.75 
MR on 50ccccc i Re es Sc es 101.02 
ume wk. ee. ee eee 71.76 
(ye $ 3,433.66 


(Enter on line 7) 
en en 


‘ePEr ‘GZ Ady pay “S'n'O.\L ‘[pesropagy] 


ce) 
= 
© (OT ay] Uo 493U4q) (6 Of, UO 493Uqq ) 
> . ' ran rr ra sas eamewed aman Ooes osn dads te Re , 
> “> 96 80¢ $ $ FO CES $ STHIQ], 
a 7 
S 
S Be wee 0 00°606 SIA f SIX QT —- 9861 1O}IUA J, 
- s£ 28H OZ 9 6F0'I ‘SIA ¢ MON —-LEGT “PO Ou I, 
a o "D}0 ‘SOTOIIP “SULRAP ‘soduey WIRY 
m OF GLI 0 POUCH EL GCOS ‘SLA CT CEGT S00} PUB. ALOUTYOUU ULERY 
uw © QO OOL $ 0 ¢ ae oo 00G'a $ KIA OF MAN 9G POON ‘SHUIP [ING ULEE sy 
D - a a . e 
i) Le — 
2 fo 
~ @ AVAL KUL, KIVI DT (SJSUq 2IWO| PUT) PHF C(paonaysudo 
~ ey BUOJADI] (PUT JO UOsSN[OXg,) JuawuaaNboay poaayuboy -U0,) OUP JO [wyaelwi 
~ me a ee BIW, «| LAWMAAL) AIAAYOYUP AY IDV AJIT WOU 10 Ol) awis ‘SsAupPTNG JT) 
S JO PEA uy wopywypo9sdecd ‘SL6OL ‘L Yoruyy Jo aqQuqotd oay parpnboy UO UL .Loeec] 
ae BU ANTUA 10 180.) ad 
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(Testimony of George S. Gaylord.) 
Mr. Coon: George S. Gaylord’s return for 1938. 
The Judge: Exhibit C. 

(The said 1938 return of George 8S. Gaylord 
so offered and received in evidence, was marked 
Respondent’s Exhibit C, and made a part of 
this record. ) 
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(Testimony of George S. Gaylord.) 

Respondent's Exhibit C—(Continued) 
SCHEDULE A.—INCOME RECEIVED FROM OTHERS 
GONSISTING OF SALARIES, WAGES, FEES, AND 
OTHER COMPENSATION FOR PERSONAL SERVICES 
(See Instruction 1) 


[Followed by printed form not filled in] 
SCHEDULE B.—INTEREST ON GOVERNMENT OBLIGA- 
TIONS, ETC. (See Instruction 5) 

[Followed by printed form not filled in] 

SCHEDULE C.—INCOME FROM RENTS AND 
ROYALTIES. (See Instruction 8) 
See attached schedule. 

SCHEDULE D.—PROFIT (OR LOSS) FROM BUSINESS 
OR PROFESSION. (See Instruetion 9) 
[Followed by printed form not filled in| 
SCHEDULE E.—EXPLANATION OF DEDUCTION FOR 


DEPRECIATION CLAIMED IN SCHEDULES 
C, D, F, AND G 


[Followed by printed form not filled in] 
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(Testimony of George S. Gaylord. ) 
Respondent's Exhibit C— (Continued ) 
SCHEDULE IL—EXPLANATION OF DEDUCTIONS 

CLAIMED IN ITEMS 13, 14, 15, 16,17, AND 18 


a mm me ee 


Ttem 138—Contributions: 
Community Obewt ....0.5.....000............ $ 110.00 
Ual. Med. Civ. bengue ............... 72.50 


Better Am. Bed. ........................... 0.00 
Times Flood Relief ..........0...00..00...0... 25.00 


Item 14—Interest: 
Pete J. N. Jama .......................... ¢ 616.25 


Item 15—Taxes: 


Meal estat, OC. —.......0..0.. cc $4 523.43 
Ai eh a) 26.60 
TGs, Gil FOYOIEY |....c6ccc...........cccccen. 12.20 
by RY 23.50 
ed 2,769.58 

$7,355.31 


SCHEDULE I.—NONTAXABLE INCOME OTHER THAN 
INTEREST REPORTED IN SCHEDULE B. 
(See Instruetion 12) 


[Followed by printed form not filled im] 


SCHEDULE J.—EXPLANATION OF CREDITS CLAIMED 
IN ITEMS 22 AND 23. (See Instructions 22 and 23) 


(1) Personal Exemption 


Number of 
months during Credit 
Statue the year tn claimed 
each sthtue 
or married and not living with 
|and living with husband or wife 12 $2,500.00 
(2) Credit for Dependents 
[Followed by printed form not filled in| 


410 George S. Gaylord vs. 


(Testimony of George S. Gaylord.) 
Respondent’s Exhibit C—(Continued) 


SCHEDULE K.—COMPUTATION OF EARNED INCOME 
CREDIT. (See Instruetion 26) 


[Followed by printed form not filled in] 


QUESTIONS 


State your principal occupation or profession: Investments. 

2. Check whether you are a citizen (checked) or a resident 
alien. 

3. If you filed a return for the preceding year, to which Col- 
lector’s office was it sent?: Los Angeles. 

4. Are items of income or deductions of both husband and wife 
ineluded in this return? (See Instruction A): No. 

5). State name of husband or wife if a separate return was made; 
personal exemption, if any, claimed thereon; and the Collee- 
tor’s office to which it was sent: Gertrude H. Gaylord, Los 
Angeles—no personal exemp. cl. 

6. Check whether this return was prepared on the cash 
(cheeked) or acerual basis. 

7. Did you at any time during your taxable year own directly 

or indirectly any stock of a foreign corporation or a personal 

holding company as defined by section 402? (Answer ‘‘yes’’ 
or ‘‘no’’): No. (If answer is ‘‘yes,’’ attach schedule re- 

quired by Instruction M.) 


bd 


AFFIDAVIT. (See Instruction F) 


I/we swear (or affirm) that this return (ineluding any ac- 
companying schedules and statements) has been examined by 
me/us, and to the best of my/our knowledge and belief is a ‘true, 
correct, and complete return, made in good faith, for the taxable 
year stated, pursuant to the Revenue Act of 1938 and the reg- 
ulations issued under authority thereof. 


GEORGE S. GAYLORD, 


(Signature) (See Instruction F) 
(If this is a joint return (not made by agent), it must be 
signed by both husband and wife. Tt must be sworn to before 
a proper officer by the spouse preparing the return. If neither 
or both prepare the return, it must be sworn to by both spouses. ) 
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(Testimony of George S. Gaylord.) 
Respondent's Exhibit C— (Continued ) 


Subseribed and sworn to by George S. Gaylord before me this 
23rd day of February, 1939. 


ALICE F. JACKSON, 
Notary Publie. 
(Signature and title of officer administering oath) 
My Commission expires Sept. 19, 1939, 


A return made by an agent must be accompanied by power 
of attorney. (See Instruction F.) 


AFFIDAVIT. (See Instruction F) 


(If this return was prepared for vou by some other person, the 
following affidavit must be executed) 


I/we swear (or affirm) that I/we prepared this return for the 
person or persons named herein and that the return (including 
any accompanying schedules and statements) is a true, correet, 
and complete statement of all the information respecting the in- 
eome tax Jiability of the person or persons for whom this return 
has been prepared of which I/we have any knowledge. 


JAMES W. BONTEMS, 


(Signature of person preparing the return) 


JAMES W. BONTEMS & CO. 
(Name of firm or employer, if any) 
215 W. 6th St., Los Angeles. 
Subscribed and sworn to before me this 18th day of Feb., 
1939. 


(Seal ) DOROTHY SPECK ELS 
Notary Publie. 
In and for the County of los Angeles, State of California. 
(Signature and title of officer administering oath) 
My commission expires Jan. 12, 1943. 
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(Testimony of George S. Gaylord.) 
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(Testimony of George S. Gaylord.) 
Respondent's Exhibit C—(Continued) 
SHOWING COST OF MARATHON PAPER MILLS 
COM. STOCK 


Menasha Printing and Carton Co.: 
Value Mar: 1, 1913 .......c.c0:c0u...... $ 350,000.00 
Jaly 1. 1917, invested .............0000....... 142,500.00 


$ 502,500.00 
Less preferred stock sold, July, 1917 .... 20,000.00 


$ 482,500.00 


Reecived for 3,357 shares Menasha Print- 
ing and Carton Co. stock, securities of 
Marathon Paper Mills Co., as follows: 
$1,038,000.00 par 5149 Bonds ............ $1,038,000.00 54.21° 
6,728 shares common stock @ $130.30.. 876,658.40 45.79° 


$1,914,658.40 100%* 
* Figures in pencil. 


$ 1,038,000.00 equals 54.21% of total received 

$ 876,658.40 equals 45.79% of total received 

45.799 of $482,500.00 equals $220,936.75 or original eost of 
6,782 shares of common stock or $32.84 per share. 

Stock was divided four for one, making original cost of present 
common shares $8.21 per share. 


GEORGE S. GAYLORD 
Item 18—Other Deduetions 1938 


Deductions claimed are as follows: 
Taxpayer purehased a one-third interest in business 
block at Santa Monica, California. After renting 
property for approximately six months, additional 
Space was required by some of the tenants. After 
eonsultation with contractors, it was determined that 
the building should be razed and a new building 
erected. The proportionate cost of the interest in the 
old building as determined from the tax bill valna- 
tions of real estate and improvements at the date 
nearest the date of purchase was .........................$5,076.11 
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(Testimony of George S. Gaylord.) 
Respondent’s Exhibit C—(Continued) 


Cost of insurance, ete., on gold bullion in foreign 
CUI TONEMEID oe eee. ce e. 125.00 
Miscellaneous fees and expenses ................:.:.200escceeeeeee- 92123 


$5,293.54 


[Penciled notation] : Latisteel Bldg., completed Apr. 1, 1939. 


Treasury Department Form 1040F Internal Revenue Service 
1938 United States 1938 
SCHEDULE OF FARM INCOME AND EXPENSES 
Attach This Form For Calendar Year 1938 Fill in Pages 1 and 
to Your Income n : , 3 If Your Accounts 
paxReturerorm Or for year beginning........ | Age aroma Galt 

1040 and File It 1938, and ended Die cars : 1939 Basis. If You Keep 
With the Collector 7 Books on an Ac- 

of Internal Name crual Basis and De- 
Revenue GEORGE S. GA YDBORD sire to Use This 

for Your District Form, Fill in Pages 
: Address 2 and 3 Instead 


639 Rosement Avenue, 
Pastidena, Calit. 


FARM INCOME FOR TAXABLE PERIOD 


1. Sale of Livestock and Produce 2. Sale of rom and Other 
Ralsed Produce Raised 

GAP 8... e....2 $ 379.07 Alfalfa  ...............48 988.25 
Gilivels@iag® -...-2.....-.2. 238.89 _——— 
BOWE gone. c eee eceece 368.98 "DORAL... $ 443.25 
Sere 905.97 (Inter on line 2) 
Mi@el. ..........-.22...0.--2 98.41 

Dech.....44 $1,550.52 


(Inter on line 1) 


SUMMARY OF INCOME AND EXPENSES COMPUTED 
ON A CASH RECEIPTS AND DISBURSEMENTS BASIS 


1, Saleot livestock and weed e oy 1,900.02 
2 Sale of erops and other produce raised............. 443.25 


3. Other reC@ipes  ......--------.-e eee eee ee ereeteeteeteeeteerees  teeeeeceees 
4. Sale ot livestock or other items purchased citi. eee 


Ce) 


ca | 
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(Testimony of George 8. Gaylord.) 
Respondent's Exhibit C—(Continued) 


7. Bxpenass (¢olumm 1, page 3)... € 3,358.75 
S. Expenses (column 2, page 3)......00000000000000 ee. 1,361.64 
7) Wepairs (from page 3) sce... ccceeeecceeecc eee. 23.91 
10: Depreciation (from page 3)...................000..000.000.. £ 672.10 
11. CE ye ee $ 5,416.40 


6. Net farm profit (line 5 minus line 11) to be re- 
ported in tiem 9 on Form 1040........0...0........ $ 3,422.63 


FARM INVENTORY FOR INCOME COMPUTED ON 
AN ACCRUAL BASIS 


[Followed by printed form not filled in] 


SUMMARY OF INCOME AND EXPENSES COMPUTED 
ON AN ACCRUAL BASIS 


[Followed by printed form not filled in] 


FARM EXPENSES FOR TAXABLE YEAR 


Items (1) Amount 
es) ne SA 8 
eet, hay, Stew, Re. ecco ecceeeec ence ee 1,443.49 
| ee 14.89 
Priel and oi) for farm work ........ 2... 405.61 
Barrels, bags, crates, and twine, cartons .......0.00000.000...... 40.07 
aa... ee 157.60 
2S... none cee eeececcncs ee 132.26 

a aa ee $3,358.75 

(Finter on line 7) 

Items (2) Amount 
Flood Expense— 

Labor elearing lamd ——~.—...................... es me} 

Repair pens ; eee 198.75 

Rapeir PorMIahiemy ..5...0.........cs sees oe .. 257.00 

Floor cement ch. hee@, 2.00. ee 103.68 

Repairs to dyke ...,...... 450.00 

a i Sa _— : $1,361.64 


(enter on line §) 
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(Testimony of George S. Gaylord.) 
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(Testimony of George S. Gaylord.) 
Mr. Coon: <And his return for 1939. 
The Judge: That will be Exlnibit D. 

(The said 1939 return of George S. Gaylord, 
so offered and received in evidence, was marked 
Respondent’s Exhibit D, and made a part of 
this record.) [349] 
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SEE INDIVIDUAL INCOME TAX RETURN 1939 
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met ote theres poco) 


: (Aediear's Stang) DEVIDENDS, INTEREST, ANNUITIES, AND FOR INCOMES FROM 
‘OTHER SOURCES REGARDLESS OF AMOUNTS & IAL Y 
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ea D - 15 1949 
(1.1L | ee ree ie = ~ 
aw gay" ws . ead wOn. 8 dum wo pet cute) ie 
ee a’ 
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= SN os otes) a 
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Ne ee 


a ee 
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(Testimony of George 8S. Gaylord.) 
Respondent's Exhibit D—( Continued) 


Schedule A.—INCOME RECEIVED FROM OTHERS CON- 
SISTING OF SALARIES, WAGES, FEES, AND 
OTHER COMPENSATION FOR PERSONAL SERV- 
ICES. (see Instruetion 1) 


{Followed by printed form not filled in] 
Sehedule B—INTEREST ON GOVERNMENT 
OBLIGATIONS, ETC. (See Instruction G) 
[Followed by printed form not filled in] 


Sehedule C.—INCOME FROM RENTS AND 
ROYALTIES. (See Instruction 8) 


6. Net profit 
(column 2 


3. Depreciu- minus sum 
tion (ex- of columns 
1. Kind of property 2. Amount plain in 3, 4, and 5) 
Schedule E) (enter as 
item S, 
. page 1) 
Pil Toyelties ..............0...8 $ 268.83 $ 73.93 $ 194.90 
Rents as per schedule attached ..............0ccc cece cccececeeeeeeeeee 10.788.55 


$10,953.45 
Explanation ot deductions ¢laimed in columns 4 and 5; Deple- 


tion (2714%). 


Schedule )—PROFTT (OR LOSS) FROM BUSINESS 
OR PROFESSION. (See Instruction 9) 


[Followed by printed form not filled in] 
Schedule E.—ENPLANATION OF DEDUCTION FOR DE- 
PRECIATION CLAIMED IN SCHEDULES C, DD. F, 
and (. 


See schedule attached 


424 George S. Gaylord vs. 


(Testimony of George 8. Gaylord.) 
Respondent’s Exhibit D—(Continued ) 


Schedwe F._—GAINS AND LOSSES FROM SALES OR EXK- 
CHANGES OF CAPITAL ASSETS. (See Instruction 10) 


8. Gain or 
loss (column Gain or loss 
4 plus column to be taken 
7 minus the into account 
sum of columns ———_—_—_ 
5 and 6) 10. Amount 


Short-Term Capital Gains and Losses 
—Assets Held Not More Than 18 
Months 


See schedule attached -.............00........ $ 8,645.68 $ 8,645.68 


Long-Term Capital Gains and Losses— 
Assets Held for More Than 24 Months 


See schedule attaehed .........................3 $99,389.11 $29,694.55 
SUMMARY OF CAPITAL NET GAINS OR LOSSES 


3. Net gain or loss to be 5. Total net gain or loss to 
taken into account be taken into account 
from col. 10, above in columns 2, 3, and 4 
1. Classification of this summary 
Gain Loss Gain Loss* 


1. Total net short- 
term capita] gain 
or loss (enter as 
item 10 (a), page 
1, amount of gain 
shown in col. 5).. $ 8,645.68 $ ........ $ 8,645.68 $ 


2. Total net Jeng- 
term capital gain 
or loss (enter as 
item 10(b), page 
1, amount of gain 
or loss shown in 
eqhimi @) 0... $29,694.55 § $29,094.55 § 


*No net loss allowable (see Instruetion 10) 


State the family, fidueiary, or business relationship to you, if 
any, of purchaser of any of the above items: None. 

If any of the above items were acquired by vou other than by 
purchase, explain fully how acquired: See schedule attaehed. 
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(Testimony of George S. Gaylord.) 
Respondent's Exhibit D—(Continued ) 
COMPUTATION OF ALTERNATIVE TAX 


(To be used only in the case of a net long-term capital 
cain or loss) 
1. Net income (item 20, page 1). (See In- 


pe et fF 
2. (a) Net long-term capital gain (item 10(b) 
SS eee ee 29 694.55 
(b) Net long-term capital loss (item 10(b), 
0 a ee 
3. Ordinary net income (line 1 minus line 2(a) 
or line 1 plus line 2(b)). (See Instruetion 10)...... 11,444.82 
4. Less: Personal exemption. (From 
Béhedule 1-f ) vccseeee...c0...0...82,500.00 
5. Credit for dependents. (From 
bed ihe A) etl ee 2,500.00 
© Dalance (eurtax net meome).................0...0..00000000.. $ $944.82 
T. Less: Interest on Government obliga- 
tions, ete. (See Instruction 25) 0... 
8. Earned ineome credit. (From 
Schedule K-1 or K-2). (See 
imarwetion W)) _....................... 300.00 300.00 
9. Balance subjeet to normal tax .....0.0000000000000...........8 8,644.82 
MO. Noriml tax (4% of lime 9)...........0.00000000000 $ 345.79 
1). Surtax on line 6. (See Instruction 29).................. 401.14 
12. Vania) tax (lime 10 plas lime 11).................0000002. $ 746.93 
13. (a) 309% of net long-term capital gain (30% 
> a EO ee ee 6,906.37 
(b) 309% of net long-term capital loss (309 
Nit DS terete ocr cescncevecces emo: 
14. Alternative tax (line 12 plus line 13(a) or line 
Ae ee eo 9,600.50 


15. Total normal tax and surtax (item 30, page 1) 08 6,827.02 
16. Tax liability (Gf a net long-term eapital gain, on 

line 2(a), enter line 14 or line 15, whichever is the 

lesser; if a net long-term capital loss, on line 2(b), 

enter line 14 or line 15, whichever is the greater). 

(Biter Ge Mer SE, pame 2) bon ccceccccceccccecceeneneeet $ 6,327.02 
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(Testimony of George S. Gaylord.) 
Respondent’s Exhibit D—(Continued ) 


Sehedule G.—GAINS AND LOSSES FROM SALES OR EX- 
CHANGES OF PROPERTY OTHER THAN CAPITAL 
ASSETS. (See Instruction 10) 

[Followed by printed form not filled in] 


Sehedule H—EXPLANATION OF DEDUCTIONS CLAIMED 
IN ITEMS 18, 14, 15, 16, 17, and 18 
See Schedule Attached 


Schedule I—NONTAXABLE INCOME OTHER THAN IN- 
TEREST REPORTED IN SCHEDULE B. 
(See Instruction G) 
[Followed by printed form not filled in] 


Sehedule J—EXPLANATION OF CREDITS CLAIMED IN 
ITEMS 22 AND 238. (See Instructions 22 and 23) 


(1) Personal Exemption 


Number of mos. 
Status during the year Credit 
in each status Claimed 


Married and living with hus- 
POG Ca | | ae 12 $2,500.00 


Schedule K.—COMPUTATION OF EARNED INCOME 
CREDIT. (See Instruction 26) 


(2) If your net income is more than $38,000, use only this 
part of schedule. 


Farned net income (not more than $14,000)................ ——— 
Wet income (wam20, page 1)....................-..-..em ee! 41,139.37 


Earned income credit (10% of earned net income or 
10% of net income, above, whichever amount is 
smaller, but do not enter less than $300) _..00000000000.... 300.00 
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RNespondent’s Exhibit D-—-( Continued) 
QUESTIONS 

1. State your principal occupation of profession: Investments. 

2. Check whether vou are a citizen [x] or a resident alien [  ]. 

3. If you filed a return tor the preeeding vear, to whieh Col- 
lector’s office was it sent? Los Angeles. 

4. Are items of income or deductions of both husband and wife 

included in this return? No. 

State (a) Name of husband or wife if separate return was 

made: Gertrude Ff. Gaylord. 

(b) Personal exemption, if any, claimed thereon: None. 

(ec) Colleetor’s office to whieh it was sent: Los Angeles. 

6. Cheek whether this return was prepared on the cash [x] or 
accrual [ | basis. 

7. Did you at any time during your taxable year own directly 
or indirectly any stock of a foreign corporation or a personal 
holding company as defined by seetion 501? (Answer ‘‘Yes"' 
or **No''): No. (If answer is ‘’ves,’’ attach statement re- 
quired by Instruction .J.) 


or 


AFFIDAVIT. (See Instruction E) 

I/we swear (or affirm) that this return (including any ac- 
companyine schedules and statements) has been examined by 
me/us, and to the best of my/our knowledge and belief is a true, 
eorrect, and complete return, made in good faith, for the taxable 
year stated, pursuant to the Internal Revenue Code, as amended, 
and the regulations issued under authority thereot. 

GEORGE S. GAYLORD 
(Signature) (See Instruction EF) 

(If this ts a joint return (not made by agent), It must be signed by both 

husband and wife It must be sworn to before a proper offleer by the spouse 


preparing the return. If neither or both prepare the return, It must be sworn 
to by both spouses, ) 


Subseribed and sworn to by George S. Gaylord before me 
this 27th day of Feb., 1940. 
(Seal ) DOROTHY SPECKELS 
Notary Public in and for the County of Los Angeles, State of 
California. 
(Stenature and tithe of offleer administering oath) 
My commission expires Jan. 12, 1943. 


A returm mado by an agent must be accompanted by power of nltorney. 
(Sem Ine@truetlon h) 
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(Testimony of George S. Gaylord.) 
Respondent's Exhibit D—(Continued) 
AFFIDAVIT. (See Instruction E) 


(If this return was prepared for you by some other person, the 
following affidavit must be executed) 

I/we swear (or affirm) that I/we prepared this return for 
the person or persons named herein and that the return (inelud- 
Ing any accompanying schedules and statements) is a true, eor- 
reet, and complete statement of all the information respecting 
the income tax liability of the person or persons for whom this 
return has been prepared of which I/we have any knowledge. 

JAMES M. BONTEMS 
(Signature of person preparing the 
return) 
JAMES W. BONTEMS & CO. 
215 W. 6th St., Los Angeles 
(Name of firm, or emplover, if any) 


Subscribed and sworn to before me this 26 day of Feb., 1940. 


(Seal) DOROTHY SPECKELS 
Notary Public, in and for the County of Los Angeles, State of 
California. 


(Signature and title of officer administering oath) 


My Commission Expires Jan. 12, 1943. 
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(Testimony of George § 


Location Kind lation Total Expenses Net Income 
Alhambra Stores 1.00 #2,484.72 &) SRG.82 
Amarillo - 0.00 619.01 1,149.32 
(clendale Land = 588.68 791.32 
Hollywood Stores 0,00 3118.04 1,636.42 
Oxnard Mushroong 00 1,372.75 2,621.51 
Santa Monica Stores 6 93 1,501.29 1,703.16 

8.93 $9,684.49 $10,788.55 


is 
—— 


(a) Weed expense, et 
(b) Architect’s fee 


(c) Repairs 


ited Life 
at Beginning Depreciation 
Location Kind of Year This Year 

Alhambra Stuceo an 90 ¥ears $ 771.00 
Amarillo Brick (19 TYy vears 400.00 
Holl re . “ ai 2 years 1,000.00 
neg e vamos, 6 ytae 1,230.00 
Santa Monica TUCwO I §=868f) years 562.93 


$3,963.93 
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(Testimony of George S. Gaylord.) 
Respondent’s Exhibit D—(Continued) 
AFFIDAVIT. (See Instruction FE) 
(If this return was prepared for you by some other person, the 
following affidavit must be exeeuted) 

I/we swear (or affirm) that I/we prepared this return for 
the person or persons named herein and that the return (inelud- 
ing any accompanying schedules and statements) is a true, cor- 
rect, and complete statement of all the information respecting 
the income tax liability of the person or persons for whom this 
return has been prepared of which I/we have anv knowledge. 

JAMES M. BONTEMS 
(Signature of person preparing the 
return ) 
JAMES W. BONTEMS & CO. 
215 W. 6th St., Los Angeles 
(Name of firm, or employer, if any) 


Subscribed and sworn to before me this 26 day of Feb., 1940. 


(Seal) DOROTHY SPECKELS 
Notary Public, in and for the County of Los Angeles, State of 
California. 


(Signature and title of officer administering oath) 


My Commission Expires Jan. 12, 1943. 
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(Testimony of George S. Gaylord) 
Respondent’s Exhibit D—(Continued) 
GEORGE S. GAYLORD 
RENTS - SCHEDULE 


Location Kind Rents Received Taxes Insurance Commiasions Other Expenses Depreciation Total Expenses Net Income 
Alhambra Stores $ 5,371.54 $ 890.96 $ 88.00 $ 652.50 (a) $ 82.26 $ 771.00 $2,484.72 $2,886.82 
anal ne 1,768.33 DISSt eee (b) 6.67 400.00 619.01 1,149.32 
(iendale Land 1,380.00 SGC) es 270,008 588.68 791.32 
[lollywood Stores 4,754.46 2,109.94 S10 se | eee 1,000.00 3,118.04 1,636.42 
Osta Mushroom sheds 3,994.26 ite oe en ee (e) 18.04 1,230.00 1,872.75 2,621.61 
ents Moniea Stores 3,204.45 868.53 60.83 ae eee 562.93 1,501.29 1,703.16 

$20,473.04 $4,525.16 $ 165.93 $ 922.50 $ 106.97 $3,963.93 $9,684.49 $10,788.55 


(a) Weed expense, ete. 
(b) Architect’s fee 
(ec) Repairs 
DEPRECIATION - SCHEDULE 
Estimeted Life 


Depreciation Used at Beginning Depreciation 

Location Kind Date Acquired Buliding Cost Prior Years Remaining Cost of Year This Year 
Ajhambra Stueco and steel Oct. 1938 $15,575.36 $ 155.50 $15,419.86 20 years 20 years $ 771.00 
Amarillo Brick (1916) June 1938 3,200.00 200.00 3,000.00 8 years Ti years 400.00 
Ilollywood Brick and wood 1928 35,000.00 33,000.00 2,000.00 2 years 1,000.00 
Oxnard Wood sheds 1934 10,500.00 3,120.00 7,380.00 6 years 1,230.00 
Santa Moniea Stuceo and steel 1939 VW1j258.60 nk ceeeeaee 11,258.60 20 years: 20 years 562.93 


$3,963.93 


= 
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Kespondent’s Exhibit D—(Continued ) 
GEORGE S. GAYLORD 
Income Tax—1939 
Taxpayer shows long term capital gains on Marathon Paper 
Mills stock, whieh was aequired by him prior to March 1, 1913, 
the value being arrived at as follows: 


Menasha Printing and Carton Co.— 


Valwe Mareh 1, 1913 ..................................$350,000.00 
PE ee i 152,500.00 

502,500.00 
Less—P referred stock sold July 1917........ 20,000.00 


$452,500.00 


Reeeived for 3,357 shares Menasha Printing and Carton Co. 
stock, securities of Marathon Paper Mills Co., as follows: 


$1,038,000.00 par 514% Bonds ..................$ 1,038,000.00 
6,728 shares Common stock @ $130.30...... 876,658.40 


$ 1,914,658.40 


$ 1,038,000.00 equals 54.21% of total received. 
876,568.40 equals 45.79% of total received. 


45.79% of $482,500.00 equals $220,936.75 or original cost of 
6,728 shares of common stoek, or $32.84 per share. 

Stock was divided four for one, making original cost of pres- 
ent common shares $8.21 per share. 


Conferences are now pending with the Bureau of Internal 
Revenue to determine the correctness of the above value. 
GEORGE S. GAYLORD 
INCOME TAX—1939 


Sehedule H—Explanation of Deduetions 
Item 13—Contributions 


California Chamber of Commeree .......... ” & 7h00 
Hollywood Christmas Donation ..........-...-. 60,00 
Better Ameriea FeACTALOT |...) ..c.c emcee rermrnens T5.0W 


ee Le) ee 50.00 
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(Testimony of George S. Gaylord.) 
Respondent’s Exhibit D—(Continued ) 
Schedule H—Explanation of Deduections— (Continued) 


Item 13—Contributions— (Continued) 


Pasadena Foundation Boy’s Camp ........................ 48.00 
Sen Diego Coimnirumitiy Chest ——.cccccececcccneeseceesecacenee-- 25.00 
Monterey Community Chest ....................0..0. 10.00 


$ 343.00 


Item 14—Interest 


Mortwame mideltedmess ..........-.........---2....-c0ose-ecweessss eae $ 450.00 
Item 15—Taxes 

Vawacona property tames —...-1n.........c00-cnne-e-ermeede $ 981.42 
1s. Johns PROperty taxes .............-ceccesevecesseesesevereweeees 185.64 
Re) | ne ae ae ee ae 89.63 
Camel property ames .....................00..ceee 252.52 
OWMIGAO PTOPEMY takes ...........cc.....ccccccccccstescccnsssneescess 194.54 
Go) i a 22.00 
iechs wamieier Vaker ...........0:..........20.... 16.00 
OTN RU, I cca sme cccececenmicerec=- + ages augee-«ee=-oee-2: 5.96 

Total deductible on State return............0.0.....-..- 1,747.71 
Siererine@mt WAR owes eee 557.96 

Total deductible on Federal return.................... $2,305.67 


Item 18—Other deductions 
In February 1939 heavy winds destroved ornamental 
trees on residence property valued at $5,300.00, 
one-half of which loss is claimed by wife of tax- 
IEP scree AE agg - e 2.650.00 
Other expenses ineurred by taxpayer are—Discount 
and exchange 284.83, accounting fees 80.20, Jew- 
elry purchase expense 99.08, sellmg* expense on lots 
sold 47.20, gold and securities sales expenses 53.01 564.32 


$3,214.32 


* Joint venture in jewelry closed out at profit in 1940, says 
Jas. W. Bontems. W.W.B. [Added in pencil] 
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Respondent's Exhibit D—(Continued) 


Furm LOoWF 


Treasury Department United States 1939 
Internal Revenue Service 


SCHEDULE OF FARM INCOME AND EXPENSES 


Attach This Form For Calendar Year 1939 Fill in Pages 1 and 
to Your Income J 5 3 1f Your Accounts 
Tax Return Form Or for year beginning ctoreraromirsrene » Are Kept on a Cash 
1040 and File It 1939, and ended............ 1940 Basls. If You Keep 

With the Collector " ; Books on an Ac- 
of Internal Revenue Name crunl Basis and De- 

for Your District GEORGE S. GA YLORD sire to Use This 
Form, Fill in Pages 

Address 2 and 3 Instead 


639 Rosemont Avenue, 
Pasadena, California 
FARM INCOME FOR TAXABLE PERIOD 


1. Sale of Livestock Raised 


Kind Quantity Amount 
Vaertowms, priteipally eggs .............0000000000.0 $ 1,716.64 
DOA. cccccccctcccccwaM IGTVESS 


(Enter on line 1) 


SUMMARY OF INCOME AND DEDUCTIONS COMPUTED 
ON A CASH RECEIPTS AND DISBURSEMENTS BASIS 


T. Sale of livestock raiseQ ...ccccccccccccccccccececcsseecseeecseeeen $1,716.64 
en ee + 
SMM TM MOTI acces eee ecceeate cece fees 
4. Sale of livestock and other items purehased.......00000.00 22.2.2... 
5. Le ne ore LT 
@ Peeieiiowt (Crom Page so) |.......2..2..... ects eel $4,018.66 
6. Depreciation (from Page 3) _.... 2.2... ceccceeee sees eee coe 744.45 
Trees pulled as per explanation on page 3.................. 4,320.00 
9. ROWRD DIIGO nnn ood agen EE $9,083.11 
6. Net farm profit (liné 5 minus line 9) to be reported 
im item Y on Form 1090... ees $7,366.47 


FARM INVENTORY FOR INCOME COMPUTED 
ON AN ACCRUAL BASIS 
Not Applicable 
SUMMARY OF INCOME AND DEDUCTIONS COMPUTED 
ON AN ACCRUAL BASIS 
[Followed by printed from not filled in] 
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(Testimony of George S. Gaylord.) 

Mr. Coon: These are the returns of Mrs. Gay- 
lord, Gertrude H. Gaylord. For 1936—— 

The Judge: That will be Exhibit E. 

(The said 1936 return of Gertrude H. Gay- 
lord, so offered and received in evidence, was 
marked Respondent’s Exhibit I, and made a 
part of this record. ) 
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Respondent's Exhibit EK—(Continued ) 
GERTRUDE TH. GAYLORD 
Schedule C—Capital Gain 


Purchases 


439 


1936 Held less than one vear 
Fem. (@ 200 B. & O41, occ... A, DSS. 
tiie S$ FOO Switl, PA nunc eee 2 442.50 
a || 2,455. 
9,182.0) 
Sold 
ee ee ee 
Le FOO Sayttt,, 20Se.......0........-0m. ees... 2,439.40 
oe ne. 1) Sera 2,426.90 
9 212.46 
Resulting G@min:....................... $29.96 
GERTRUDE H. GAYLORD 
1936 Dividends received 
BT, mR I aise cesepnntetnecnenenevesereeeeereuaene ¢ 620.00 
Ce ee. $20. 
BD ne 25. 
oo. 8 [ _ a en 85.50 
0 Oh 140. 
1,440.50 
Interest received 
ee ee, $ 144.77 
Plime Bower, Oo: ......2e.....cssessneteess.s0s.. ee... 148.14 
292.91 


[indorsed]: T.C.U.S. Filed Apr. 2, 19438. 
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(Testimony of George S. Gaylord.) 

Mr. Coon: Gertrude H. Gaylord’s return for 
1937. 

The Judge: Exhibit F. 

(The said 1937 return of Gertrude H. Gay- 
lord, so offered and received in evidence was 
marked Respondent’s Exhibit F, and made a 
part of this record.) 


UNITED STATES 


1937 INDIVIDUAL INCOME TAX RETURN 1937 


Oc | Se (FORM 1060) = hataran! Revenue Service 


POR NET INCOMES FROM SALARIES, WACES, INTEREST, AND 
DIVIDENDS OF MORE THAN 95.s88, AND FROM 
OTHER SOURCES RECARDLESS OF AMOUNTS 


For Calendar Year 193Y or Fiscal Year 


De ant ae hee qace 


Count OF Twt vu 


i 


' 3 — 
vy. pocarta lo Le oO” _, 1937, and ended _ eae 
| APR 2- 1943 : PRINT MAME A20D ADOREDS PLAINE.Y (Bee terireetion 1 
Grearkuce ii rAree Ag Sn 


by Noasmust Oe 
7) — 
1 44 = a 


Pe ° INCOME 

\. Salaried GI Daher Fis eucinntie tor punetll tarts eens Bielbihe ND 
2. Diwedends from domestic and feregn corporstion , 
3, latarest om bank deposits, notes, mortgages, ee lk. ; 


4. interest on carporstion bends ‘ ; = § 
4, Wendi letemans an Gecerseasvene eAflgeticen, tn. Gem Biles: B.. ; a. Dee ee 
(ec nena eo 

‘ ittilinastgl ln Nine. me Rn —s a a ee 


7. Uichamia team Cuiiaties Qramith nent cai alleen): 


a eer ta eee) ere 
9. Rinses ted Gems enti or porehenien Games Oiinitae — ee ee ee 
10. Gain (or hese) frem sale or cachange of property (rem Schedvle F). . wy teen 


11. Other imcume (state nature: we erparste schedule J necessary) | ” 
ips Total incame in items | to 11 (enter nentenshile imesme in Schedile H)_ — 
DEDUCTIONS 


13. Contributions (explam im Schedule C). 3 — 
14. Interest (explain in Schedule GC) le - 
15. Tess (explain in Schedule CG). Sea << T 

16. Lenses by Gere, storm, etc. (explain im Scheduke ©) ——— i 
17. Bad debts (explain in Sched GC) a 
18. Other dedhactions suthorined by low (explain in Schedule C). on “4 
i. Total deductions mw Qame [Sto 18 ee _ 


2. Net mmecome (Gem |? mums tem 


COMPUTATION OF TAX 
‘7 ’ 
xO OHA IS ttt a. 's I SF lhe 
29. Sertas on item 4 (son lastrestion 29) Sas 
Total tas (em MB pho 8 VTL 
see -£.| 1G | 90. Leen: Income tas paid ot 3 


a 
N hmcamme tas pact 


- 
- 


sy. 1 ET, . 
4 DUPLIC COPY” must be Mie with thie eriginal return (38 will be 
ecssssed f dupliente copy le net Ged) meh) 


0 pa ds Se Tervranry. of pastime ovbedirieen thevesl, or the Chatriet 
er Untond Senses pemeseses. .. 


Celine men ese Feder Farm Lene het. we eh A mended | 


(@) Odlingstions of Uninnd Sete inmeed on or balers Sapeamber |, 1917. 
—— 


a 


: SET alin ct AE plant +48 =~ tra JAAS? 


ogee connate cawe a 


} 0 ; e Orr. 
: —— PROT (OR LOG ae oraalad on ) Os pl ll 4 : : - 


a Seecccencseseessese =_* ee 


wm Sched, O............ .. «ee 
16 Ri, spelen, anf ier cepa nado ile [ 
of em eeperets chem)... . . eee P 
—1 0. Teel Game Wwe MH) nn ha 


Co Cork ccemese |= ho eee oo tm —— 


—— er bow! 4 Ie lame 16) (mts os Bee 8, _= EE 
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(Testimony of George S. Gaylord.) 
Respondent’s Exhibit IF—(Continued ) 
Sehedule F.—GAINS AND LOSSES FROM SALES OR EX- 
CHANGES OF PROPERTY. (See Instruction 10) 


[Followed by printed form not filled in] 


Schedule G.—EXPLANATION OF DEDUCTIONS CLAIMED 
IN ITEMS 138, 14, 15, 16, 17, and 18 


Line 18—Transfer Stamp Marathon Co. 
Line 15—Real Estate Taxes. 


Schedule H.—NONTAXABLE INCOME OTHER THAN IN- 
TEREST REPORTED IN SCHEDULE B. (See Inst. 12) 


[Followed by printed form not filled in| 


Schedule I1—EXPLANATION OF CREDITS CLAIMED IN 
ITEMS 22 AND 23. (See Instructions 22 and 23) 


[Followed by printed form not filled in] 


Schedule J.—COMPUTATION OF EARNED INCOME 
CREDIT. (See Instruetion 26) 


[Followed by printed form not filled in] 


QUESTIONS 


1. State your principal occupation or profession: Housewife. 
Cheek whether vou are a citizen [\/] or resident alien [_ }. 

3. If you filed a return for the preceding year, to which Col- 
lector's office was it sent? Los Angeles. 

4. Are items of income or deductions of both husband and wife 

included in this return? (See Instruction B): No. 

State name of husband or wife if a separate return was 

made, and the Collector’s office to which it was sent: G.S. 

Gaylord, 639 Rosemont Ave., Pasadena, Calif. 

6. Cheek whether this return was prepared on the cash [/] or 
acerual [ | basis. 

7. Did you at any time during your taxable year own direetly 
or indireetly any stock of a domestic or foreign personal 
holding company? (Answer ‘‘yes"’ or ‘‘no'’): No. If 
answer is ‘‘yes’’, attach sehedule required by Instruction M. 


re A | 
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(Testimony of George S. Gaylord.) 
Respondent’s Exhibit F—(Continued) 
AFFIDAVIT. (See Instruction F) 


I/we swear (or affirm) that this return (including any aecom- 
panying schedules and statements) has been examined by me/us, 
and to the best of my/our knowledge and belief is a true, correct, 
and complete return, made in good faith, for the taxable year 
stated, pursuant to the Revenue Acts of 1936 and 1937, and the 
regulations issued thereunder. 


GERTRUDE H. GAYLORD 
(Signature) (See Instruetion F) 
Subseribed and sworn to by Gertrude H. Gavlord before me 
this 3rd:day of March, 1938. 


ALICE F. JACKSON 
(Signature and title of officer admin- 
= 5 istering oath) 
My commission expires Sept. 19, 1939. 


C.. dee. 
Held less than one vear 
Bought 
Jan. 5, 137 WOO Pinthps Petrolevim», 50Y.........2 $ 5,047.50 
Jan. 8,1937 100 Contimental Oil, 4414 -..000000 2... 4,470.60 
Oct 2yaest “2retvianathondid., 100>.....:.......2.222:- 2,700.00 
12,205.10 
RGU clea eee 11,184.30 
TON Po ee 1,033.80 
Sold 
Sept. 23, 1937 100 Phillips Pctrolewm, 4904 ............... 4,895.90 
Sept. 23, 19387 100 Continental Oil, 59Y. ..................- 3,888.17 
Now, 24.7937 ‘7 Nidtattian PMd., SV 0... ? 400.23 
11,184.30 
G. fH. G. 
Held one year less than 2—s0¢7 
Bought 
Feb. 14,1986 100 Kenneeott Copper, 35M) _.....-.-.----3.970.00 
Feb. 14, 1936 100 International Niekel, 499¢ .............. 4,957.50 


Comm’r of Internal Revenue 


(Testimony of George S. Gaylord.) 
Respondent's Exhibit /—(Continued) 


Gi. H. G.—Held one year less than 2—80%— (Continued ) 


Sold 


Sept. 23,1937 100 Kennecott Copper, 488.000.000.000... 4,808.40 


Sept. 23, 1937 100 International Nickel, 
30-533, 


00-54 5,355.03 
10,163.43 
. an 8,527.50 
WAin.............200...... 1,635.93 
80% 
1,308.74 
G@: H.-G. 
Held over 5 years less than 10-—40% 
Bought 
Oct. 30, 1930—600 shares for $19.440.00 Natl Cash Register 
Stoek Div. —120 shares 
equals purchase price $27.00 per share 
300 shares eost Nat! Cash Register............................$8,100.00 


Jan. 27/31 100 shares Cutler Hammer, 37]4........ 3,740.00 


11,840.00 


Sold 

Jume 8,1937 100 shames, 30 2.0.0.0... 2,970.49 
Jtme §, 1987 200 ahAred, 29% | cccnn.........n....... 6 OU M8 
Sept. 36,1937 100 shares Cut. .. 60 W000... 5,968.38 


14,854.85 
+. ae 11,840.00 


3,014.85 


10% 


Se 


1,205.94 
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(Testimony of George S. Gaylord.) 
Respondent’s Exhibit F—(Continued) 


Gg. @. 
Held over 10 years—30% 


Bought 
2100. shares Marathon Com. (see attached for 
coms) S22) pater e...-......... Sa eee $17,241.00 
Sold 
Wir. 17, W9er 2Z0OO sleares, 75 ..2.........cecece2- 155,973.50 


Apr. 12, 1937 IGO’.slv@ikeh, SM 2. 8,068.75 


164,042.25 
less: CO@Ny..........000000.0022. 17,241.00 


146,801.25 
309% 


Ct 44,040.375 


SHOWING COST OF MARATHON PAPER MILLS 
COM. STOCK 


Menasha Printing and Carton Co. 
hen) 


iadame Wile: I ce ee $350,000.00 
July 1, 1947, Invested discon aes at ee er 152,500.00 
502,500.00 
Less. Preferred Stock sold. July VOUT ~ccccccx.. correc... 20,000.00 
482,500.00 


Received for 3357 shares Menasha Printing and Carton Co. 
stock, securities of Marathon Paper Mills Co., as follows: 


$1,038 0000 Spam BT, % TOMS seeweccueee:-vws......---. $ 1.038.000.00 
6728 Shkees Connon Stock @ Gi3030 .........000 ke. 876,658.40 


$ 1.914,658.40 
¢ 1,038,000.00 equals 54.219 of total received 
876,658.40 equals 45.79% of total reeeived 
45.79% of $482,500.00 equals $220,936.75 or original cost of 
6728 shares of common stock or $32.84 per share. 
Stoek was divided four for one, making original eost of present 
common shares $8.21 per share. 


Comm’r of Internal Revenue 447 
(Testimony of George S. Gaylord. ) 
Respondent's Exhibit F—( Continued ) 
GC. UW. 


Capital Gains Total 


(iain Loss 
held less than one year ...........000.00000000 0. # 1,033.80 
Held more one vear, less than two.............. $ 1,308.74 
Held more five vears, less than ten ............ 1,205.94 
Field tore ten years ...................cccse 44,040.37 


46,555.05 
C2 ee 1,033.80 


to 


$45,521.25 


Form 872 Conference 
Treasury Department Orig. to Bur. 2-17-41 
Internal Revenue Service 
(Revised May 1940) Duplieate 


LA :Conf. 


CONSENT FIXING PERIOD OF LIMITATION UPON 
ASSESSMENT OF INCOME AND PROFITS TAX 


Feb. 14, 1941 


In pursuance of the provisions of existing Internal Revenue 
Laws Gertrude TH. Gaylord, a taxpayer (or taxpavers) of Pasa- 
dena, California, and the Commissioner of Internal Revenue 
hereby consent and agree as follows: 


That the amount of any income, excess-profits, or war-profits 
taxes due under any return (or returns) made by or on behalf 
of the above-named taxpayer (or taxpayers) for the taxable 
vear (or years) ended December 31, 1937, under existing acts, 
or under prior revenue acts, may be assessed at any time on or 
before June 30, 1942, exeept that, if a notieeé of a deficiency in 
tax Is sent to said taxpayer (or taxpayers) by registered mail on 
or before said date, then the time for making any assessment as 
aforesaid shall be extended beyond the said date by the number 
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(Testimony of George S. Gaylord.) 
Respondent’s Exhibit E—(Continued ) 


of days during which the Commissioner is prohibited from mak- 
ing an assessment and for sixty days thereafter. 
GERTRUDE H. GAYLORD 
Taxpayer! 
GUY T. HELVERING 
Commissioner of Internal Revenue 
By G. D. of. 
Date: 221721941. 


1 This consent may be exceuted by the taxpayer's attorney 
or agent, provided such action is specifically authorized by a 
power of attorney, which, if not previously filed, must accom- 
pany the consent. 
CC for Form 672 
February 17, 1941 

Mr. George S. Gaylord 

Mrs. Gertrude H. Gaylord 

e/o James W. Bontems, 

215 W. 6th Street, 

Los Angeles, California 


Dear Sir and Madam: 
872 
Deeember 31, 1937 
June 30, 1942 
WM 
J. 
[Signature stamp illegible] 


[indorsed]: T.C.U.S. Filed Apr. 2, 1943. 


Mr. Coon: Gertrude H. Gaylord’s return for 
1988. 
The Judge: Exhibit G. 

(The said 1938 return of Gertrude H. Gay- 
lord, so offered and received in evidence was 
marked Respondent’s Exhibit G, and made a 
part of this record. ) 
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1938 INDIVIDUAL INCOME TAX 
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(Testimony of George 8. Gaylord.) 

Respondent's Exhibit G—(Continued ) 
SHOWING COST OF MARATHON PAPER MILLS 
COM. STOCK 

Menasha Printing and Carton Co. 


wee BGG. §, 1816 ed $350,000.00 
PRY DB; WONT DWV, |... vccccccccceceeeeeseeesvceceseseues....-...-- 152,500.00 


902,500.00 
Less Preferred Stock sold, July 1917........00000000000..... 20,000.00 
$482 500.00 


Received for 3,357 shares of Menasha Printing and Carton Co. 
stock, securities of Marathon Paper Mills, Co., as follows: 


$1,038,000.00 par 514% Bonds ........................00..00-- 1,038,000.00 
6,728 shares Common stock @ $130.30.........0............ 876,658.40 
$ 1,914,658.40 


$ 1,038,000.00 equals 54.21% of total received 

$ $76,658.40 equals 45.79% of total received 

45.799 of $482,500.00 equals $220,936.75 or original eost of 
6,728 shares of common stock or $32.84 per share. 

Stock was divided four for one, making original cost of present 
cominon shares $8.21 per share. 
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(Testimony of George S. Gaylord.) 
Respondent’s Exhibit G—(Continued) 


nests") “GERTRUDE H. GAYLORD 
Item 18—Other Deductions 
1938 


Deductions claimed are as follows: 
—-: 

Teictoe ne purchased a one-third interest in business 
block..at Santa Monica, California. After renting 
property for approximately six months, additional 
space was required by some of the tenants. After 
consultation with contractors, it was determined that 
the ‘building should be razed and a new building 
‘erected.' 'The proportionate cost of the interest in 
tlie old building as determined from the tax bill val- 

' uations éf real estate and improvements at the date 


nearést'the date of purchase whee.......28 2... $5,076.11 

wae of insurance, ete., on gold bullion in foreign 
oo, hoo 125.00 
$5,201.11 


[Endorsed]: T.C.U.S. Filed Apr. 2, 1943. 


H . Rye 


Mr. Coon: Gertrude H. Gaylord’s return for 
1939. 
The Judge: Exiibit H. 
(The said 1939 return of Gertrude H. Gay- 
lord, so offered and received im evidence was 
marked Respondent’s Exhibit H, and made a 


part of this record.) 
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Location ln reciation Total Expenses Net Income 
Alhambra Stores Bg5 50 $1,219.42 $1,341.35 
Amarillo 400.00 618.99 1,149.34 
Harlingen 800.00 1,023.91 851.09 
LaJolla Dwellinbgg 99 302.13 55,89 
Santa Monica Stores 562.93 1,470.18 1.984.28 

= eg 
148.43 $4,634.63 $5,270.17 
(a) W 
(b) Ag 
Estimated Life 

pasion ee emenis “This Fea 
Alhambra Stuceo and 20s vears $ 385.50 
Amarillo Brick (191 TY, — 400.00 
Harlingen Brick and | 1% Sedied 600.00 
LaJolla Piae 9 — 200.00 
Santa Monica Stuceo ao ee 562.93 

$2,148.43 


Taxable Income 
Long Term Gatns 
shart Teer, Clatloe 10 on MA VEOH ~w Pat a 


Date of 
Salo Description of Ite 


(Testimony of George S. Gaylord) 


GERTRUDE H. GAYLORD - RENTS - SCHEDULE 
eee Kind Rents Recelved Taxes Insurance Commisstons Other Expenses Depreciation Total Expenses Net Income 
7 12 y 5 
Nrarabin Stores $2,560.77 $ 444.13 $ 44.00 $ 326.25 (a) $ 19.54 $$ 385.50 $1,21942 $1,841.35 
; At “ 1,768.33 POS xcs (b) 6.66 400.00 618.99 1,149.34 
ee es 1,875.00 398.67 Se i ee 600.00 1,023.91 851.09 
Hei Dwelling 246.24 91.63 0:50 mescsse- eg esses 200.00 302.18 55.89 
110 42 
Yanta Moniea Stores 3,454.46 868.53 isi ee te 562.93 1,470.18 1,984.28 
$9,904.80 $2,015.29 $ 118.46 $ 326.25 $ 26.20 $2,148.43 $4,634.63 $5,270.17 
—— —— — a= eS ——— — —, 
(a) Weed eleaning, ete. 
(b) Architect’s fee. 
DEPRECIATION - SCHEDULE 
Estimated Life 
Date Building Depreciation Remaining at Beginning Depreciation 
rvaranv ten Kind Acquired Cost Prior Years Cost Used of Year This Year 
Alhambra Stueeo and steel Oct. 1938 $ 7,787.69 $ 77.75 $ 7,709.94 20 years 20 years $ 385.50 
Amarillo Brick (1916) June 1938 3,200.00 200.00 3,000.00 8 years 7% years 400.00 
Harlingen Brick and hollow tile Ang. 1937 12,000.00 600.00 11,400.00 20 vears 19 vears 600.00 
ore Fiame 1937 2,000.00 200.00 1,800.00 10 years 9 years 200.00 
Santa Monica Stueeo and steel 1939 115258160 eee 11,258.60 20 years 20 years 562.93 
$2,148.43 
GERTRUDE H. GAYLORD 
1939 CAPITAL GAINS AND LOSSES 
Taxable Income 
Date of Number of Long Term Galns 
Sale Description of Item Sharea Amount Received Date Acquired Coat or Basis Profit or Loss Short Term Gains 18to24 Mos, Over 24 Mos, 
1-11-39 Waravlion eee eee 100 $ 3,727.75 3- 1-13 $ 821.00 $ 2,906.75 $ $ 2,906.75 
1-20-39 ING Mn tyre) Sees eece eee ree 100 5,384.24 8- 8-38 4,759.50 624.74 624.74 
1-11-39 iG ORS ewes eens 4,650.00 10-24-38 4,350.00 300.00 300.00 
1-11-89 Dome Mines 0.0... 100 3,216.00 10- 4-37 2,192.50 1,023.50 1,023.50 
1-11-39 WWornem Mites! Seer vese eee 100 3,216.00 10- 4-37 2,192.50 1,023.50 1,023.50 
2. 4.39 411,048 02. gold 14,100.07 1-17-38 14,499.34 399.27 399,27 
2-17-39 IIudson Bay M. & 8S... 3,369.93 4-22-38 2,670.00 699.93 699.93 
2-17-39 Phillips Petroleum —....0......... 3,918.12 11-18-38 4,022.00 103.88 103.88 
eli) AWOUGNOHIRG: gases eee 100 5,197.64 8- 8-38 4,759.50 438.14 438.14 
2-17-39 Orr Gm MTC Stee eee, 100 3,094.08 4-22-38 2,712.50 381.53 381.53 
3- 1-39 TG tC Paar 5,471.74 10-24-38 5,025.00 446.74 446.74 
$11.39 NUWORONOTN 1? a renrecercerereerrerons 100 3,615.25 3- 1-13 821.00 2,794.25 279425 
6- 2.39 Marathon Paper ...00........0..0. 100 2,977.75 3- 1-18 821.00 2,156.75 2,156.75 
a Marathon Paper... 100 3,023.75 3- 1-13 821.00 2,202.75 2202a5 
eee Marathon EG 0110 eee 100 3,398.75 3- 1-13 821.00 Won teto 2,577.75 
“11-38 Imperial Tohaeco of Canada 2,954.00 10-24-38 3,090.00 136.00 136.00 
$71,315.02 $54,377.84 $16,937.18 $4,298.93 $12,638.25 


Respondent’s Exhibit H—(Continued ) 
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(Testimony of George S. Gaylord.) 
Respondent’s Exhibit H—(Continued) 
GERTRUDE H. GAYLORD 
Income Tax—1939 
Taxpayer shows long term gains on stock of Marathon Paper 
Mills sold during 1939, which was aequired by her by gift from 
her husband, George S. Gaylord, in December 1931. The basis 


for this stock is the basis to the donor, which was, on March 
1, 1913, valued as follows: 


Menasha Printing and Carton Co.— 


Wale Mare. A, DONG ia... ois $350,000.00 
he 152,500.00 
502,500.00 
Less—Preferred stock sold July 1917.....0.00000000000.... 20,000.00 
$482,500.00 


Received for 3,357 shares Menasha Printing and Carton Co. 
stock, securities of Marathon Paper Mills Co., as follows: 


$1,038,000.00 par 514% Bonds ..................................$ 1,038,000.00 
6,728 shares Common stock @ $130.30..........0000...... 876,658.40 


$ 1,914,658.40 


$ 1,038,000.00 equals 54.219 of total received. 
876,568.40 equals 45.799 of total reeeived. 


45.79% of $452,500.00 equals $220,936.75 or original cost of 
6,728 shares of common stock, or $32.84 per share. 

Stock was divided four for one, making original cost of present 
common shares $8.21 per share. 

Conferences are now pending with the Bureau of Internal Rev- 


enue to determine the correctness of the above value. 


[indorsed]: T.C.U.S. Filed Apr. 2, 1943. 


460 George S. Gaylord vs. 


(Testimony of George S. Gaylord.) 

Mr. Coon: Now, the fiduciary returns. 

The Judge: All mght. 

Mr. Coon: I have the return, the fiduciary return 
of George S. Gaylord and Gertrude H. Gaylord, 
trustees, and so forth, for 1936. 

The Judge: That will be Exhibit I. [350] 

| (The said 1936 fiduciary return so offered 
and received in evidence was marked Respond- 
ent’s Exhibit I, and made a part of this record. ) 
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(Testimony of George S. Gaylord.) 

Respondent's Exhibit I—(Continued) 
Schedule A—PROFIT (OR LOSS) FROM TRADE OR 
BUSINESS. (See Instruction 1) 

[Followed by printed form not filled in] 


Schedule B—INCOME FROM RENTS AND ROYALTIES 
(See Instruction 5) 
[Followed by printed form not filled in] 


Sehedule C.—CAPITAL GAINS AND LOSSES (FROM 
SALES OR EXCHANGES ONLY). (See Instruction 6) 
See C attached 


schedule D.—INCOME FROM DIVIDENDS 


Itemize all dividends received during the year, stating amounts 
and names and addresses of corporations declaring the divi- 
dends: Sunstrand Machine Tool Co., $798.80. 


Schedule F.—EXPLANATION OF DEDUCTIONS CLAIMED 
IN ITEMS 10, 11, 13, 14, and 15 
[Followed by printed form not filled in] 


AFFIDAVIT. (See Instruction 24) 


I] swear (or affirm) that this return (ineluding its aceom- 
panying sehedules and statements, if any) has been examined 
by me, and, to the best of my knowledge and belief, is a true, 
eorrect, and complete return, made in good faith for the aceount- 
ing period stated, pursuant to the Revenue Act of 1936 and the 
Regulations issued thereunder. 


GERTRUDE HH. GAYLORD 
(Signature of Ciduciary or officer 
r¢eprewenting flduclary) 


GEORGE S. GAYLORD 
(Addrew of fituelary or offleer) 


Trustees 


Subseribed and sworn to before me this Sth day of February, 


1937. 
(Notarial Seal} ALACE F. JACKSON 
(Signature of officer ndministering oath) 
Notary Public 
(T1tle) 


464 George S. Gaylord vs. 
(Testimony of George S. Gaylord.) 
Respondent’s Exhibit I— (Continued) 
SCHEDULE C 


Capita] Gains on Securities held Jess than one year 


Bought Jun. 8 °36 200 Sundstrand M. Tool, 153/........$8,150.00 
Sold Oet. 16 736 
100 Sundetrand M. Tool, 22...................! $2,176.99 
100 Sundstrand M. Tool, 224............... 2,227.00 
4,403.99 
C . ene $1,253.99 


Held over 10 years 


The following shares acquired by Trustees by gift Nov. 7, 1935 
from George S. Gaylord and his wife Gertrude H. Gaylord, who 
acquired hers from G. S. Gaylord in 1931 by gift. 


The cost per share of the following Marathon Paper Mills 
Com. goes back to Mar. 1, 1913, as per explanation attached. 


Sold 
All the following is Marathon Paper Mills com. 
Apr. 1, 1936 ff | $ 2,323.41 
Apr. 7 175 a . {2 0,422.81 
Apr. 7 250 80... See 7,496.88 
Apr. 15 1000 ) See 30,999.30 
May 20 250 00 «(ieee §,246.87 
June 10 250 5 ee 8,309.37 
Dee. 3 1000 2 ee. 41,938.82 
Dee. 4 500 Re |... ee. 20,969.33 
Dee. 11 500 2 eee. 20,969.96 
4000 146.677.05 
Cost per share (see attached) $8.21 
4000 shares @ $8.2] WW... 32,840. 
ow EP A net 118,837.05 
BOM of SIIB S87 OG... cc... cooes.. ceseeeseeeneeee 
Plus gain held less than one vear, above........................ 1,253.99 


Dae) GRGD.....ceiceee: 39,105.10 
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(Testimony of George S. Gaylord.) 

Respondent's Exhibit 1— (Continued ) 
SHOWING COST OF MARATHON PAPER MILLS 
COM. STOCK 

Menasha Printing and Carton Co. 
Welie Marth 1, LOUD «2... cece eee teens... 0,000) 00 
wale 3, U9GT Tivwwwted «.......ccccceeeeeeeeescesesceecccecccns. 152,500.00 


502 500.00 

Less Preferred Stock sold, July PVT. 20,000.00 
48? 500.00 

Received for 3357 shares Menasha Printing and Carton Com- 
pany stock, securities of Marathon Paper Mills Co., as follows: 


$1,038,000.00 par 51,6 Bonds..............$ 1,038,000.00 = %54.21 
6728 shares Common Stoek (@ 130.30... 876,658.40 #4579 
$ 1,914,658.40* = 100.00% 
$ 1,035,000.00 equals 54.219¢ of total received. 
$76,658.40 equals 45.799 of total reeeived. 
45.79% $482,500.00 equals $220,936.75 or original cost of 6728 
shares of common stock or $382.84 per share, 
Stock was divided tour ror one, making original cost ot present 
common shares $8.21 per share. 


Interest Received 
Pulliam Mortgage Co., 422 So. Spring St., 


Se $1,001.24 
OY a a 142.59 
1,153.68 


* Figures added in peneil. 


[Endorsed]: T-C.U.S. Filed Apr. 2, 1943. 


Mr. Coon: The trustee’s return for the same 
parties for 1937. 
The Judge: Exhibit J. 
(The said trustee's return for 1937, so offered 
and received in evidence was marked Respond. 


ent’s Exhibit J, and made a part of this record. ) 
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(‘Testimony of George S. Gaylord. ) 
Respondent's Exhibit J— (Continued ) 


Sehedule C.—INCOME FROM RENTS AND ROYALTIES. 
See Tnstruction 6) 
| Followed bye printed form not filled in| 


Schedule D.—ENPLANATION OF DEDUCTION FOR DE- 
PRECIATION CLAIMED IN SCHEDULE ©. (See In- 
struction |! 

[| l’ollowed by printed form not filled in] 


Schedule F—CAPITAL GAINS AND LOSSES FROM SALES 
OR EXCHANGES OF PROPERTY. (See Instruction 7.) 
State how property was acquired: By gift Nov. 7, 1935. 


, 


Sehedule F.—ENPLANATION OF DEDUCTIONS 
GLAIMED IN ITEMS 11, T2, and 13 
[Followed by printed form not filled in] 


Schedule G.—NONTAXABLEIE INCOME OTHER THAN IN- 
TEREST REPORTED IN SCHEDULE B. (See Instruc- 
tion kK) 

[Followed by printed form not filled in] 


QUESTIONS 


1 If a return of income was filed for the preceeding year, to 
whieh Colleetor’s offiee was it sent? Los Angeles. 

2. Date estate or trust was created: Nov. 7, 1935. 

3. If eopy of will or trust instrument and statement required 
under Instruction | have been previously furnished, state 
when and where filed: Nov. 7, 1935, Los Anweles. 

4. Cheek whether this return was prepared on the cash [|] or 
accrual [| basts. 


n 


Did the estate or trust at any time during the taxable year 
own directly or indireetly any stoek of a domestic or foreign 
personal holding company? (Answer "' Yes"’ or *° Nao"): No. 
IY answer is “' ves," attaeh sehédule as required by Tnstrue- 
tion N, 

6. If return is for & trust, does the trust instrument require or 
permit the aeenmulation of any portion of the meome at the 
trust? Yes 

If return is for & trust, state name and oddress of grantor: 


—) 


(ieorge S, Gaylord « Gertrude H. Gavlord, 639 Rosemont 
Ave., Pasadena. 


468 George S. Gaylord vs. 


(Testimony of George 8. Gaylord.) 
Respondent’s I¢xhibit J— (Continued) 


AFFIDAVIT. (See Instruction F) 


T swear (or affirm) that this return (including anv accom- 
panying schedules and statements) has been examined by me, 
and to the best of my knowledge and belief, is a true, correct, 
and complete return, made in good faith for the taxable year 
stated, pursuant to the Revenue Acts of 1936 and 1937 and the 
Regulations issued thereunder. 


GEORGE 8S. GAYLORD 
GERTRUDE H. GAYLORD 
(Signature of fiduciary or officer rep- 
resenting fiduciary ) 


Subseribed and sworn to before me this 3rd day of March, 
1938. 
[Signature illegible] 
Notary Public in and for the County of Los Angeles, State of 
California. 


TRUSTEES 


Held over 1 year, less than 2 yrs.—S0% 


Bought Shares 
June 8, 1936 300 Sundstrand Mech. Tool, 1534....$4,725.00 
Sold 


Sept. 10, 1937 100 Sundstrand Me. Tool, 18'%.... 1,831.92 
Sept. 23, 1937 200 Sundstrand Me. Tool, 1734.... 3,513.92 


Aug. 6, 1937 300 Sundstrand Rites, 2/32 .......... 1552 
| ee 9,360.96 
Ow M........ coe...---- axe 4,725.00 


635.96 
809% 


GBR. ....cccccccceececeeee. FOB.7BS 
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(Testimony of George S. Gaylord.) 
Respondent's Exhibit J—(Continued) 
TRUSTEES 
Held over 10 vears—30% 
See attached for Marathon Paper Mills Com. Stoek Cost as of 
Marth 1, 1913, of $8.21 per share. 


Cost 

SOR SS | ae $ 13,126.00 
Sold Shares 
Feb. 19, 1937 900 Marathon Com., 65........ 32,493.75 
March 17, 1937 1000 Marathon Cor., 78........ 77,980.95 
April 21, 1937 100 Marathon Com., 82.... 8,242.52 


116,717 22 


SP... 13,126.00 
105,591.22 
30% 
CT $ 31,677.366 


SHOWING COST OF MARATHON PAPER MILLS 
COM. STOCK 
Menasha Printing and Carton Co. 
oo 8! ee) a ee <r!) ORD 
pole dy, TOUT tavemted |e 152,500.00 


202,500.00 
Less Preferred Stock sold, July W917... 20,000.00 


482? 500,00 

Received for 3357 shares Menasha Printing and Carton Co. 
stock, securities of Marathon Paper Mills Co., as follows: 

$ 1,038,000.00 par 5U,% Bonds oo... eee -..-.€ 1,038,000,00 

672S shares Common stock @ $130.30 ..... S76,6008.40 


$€ 1,914,65840 
€ 1.038 ,000.00 equals o4.219¢ of total reeeived. 
876,658.40 equals 45,7997 of total received. 
45.799 of $482,500.00 equals $220,986.75 or original eoat o} 
6725 shares of Common stock or 882.54 per share. 
Stock was divided four for one, making original cost of present 
common shares $5.21 per share. 
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(Testimony of George S. Gaylord.) 
Respondent's Exhibit J— (Continued ) 


TRUSTEES 
Loss (Gain 
Stocks held less than 1 vear...........0000000.... $12,504.55 
Stoeks held 1 yr. less than 2 yrs................. $ 9308.17 
stogks hald over 40 9Ws. _.........20............-.. 31,677.37 
32,186.14 
Teas Poeie....22ccccccccen... 12,504.35 
Net, Craiitie 0.2 cca! 19.681.59 
TRUSTEES 1937 
Held less than one year 
Bought Shares 
June 8, 1937 100 Continental Oil Del., 445¢............ $ 4,483.10 
June 4,9987 100 PhillipS Pets, GOs. — sce: -ce:--cceens- 5,048.40 
June 12, 1937 $9,000 Third Ave. 5’s 1960, 41............ 8,7 1 o268 
June 1,000 Third Ave. 5’s 1960, 413¢........ 416.40 
June 2,000 Third Ave. 5’s 1960, 4134........ 840.30 
June §,000 Third Ave. 5’s 1960, 417%........ 3,371.20 
Mier. 15,1957 20,000 Thitd Bae. 5’s O00, 99............ 7,851.60 
Oet. 21,1937 42 Marathon Paper Mills Pfd. 
(3:00 Day. om Com:) @@itte............... 4,200.00 
29,924.85 
Sold 
Sept. 23,7937 100 Continental Oil De)... ccscccceecensees:- 3,887.57 
Sept. 14 0907 De0lPhilling Pgh, S3e......22..:.-cuce. 5,267.49 
Aug. 3, 19387 $1000 Third Awe. 5's 4960, 16R4........ 164.59 
Ang. 12,1987 2,000 Third Ave. 9’s 1969, 164¢........ 324.19 
Aug. 24, 19387 L000 Third Age. 5's1060, 1514_...... 149.59 
Aug. 24,1987 2,000 Third Ave. 5's 1960, Lo}e........ 304.19 
July 27,1937 10,000 Third Awe. 5'6 4960, 17............ 1,670.96 
July 27, 1987 3.000 Third Ave. 5's 1960, 17%........ S60.48 
Dee. 28, 1937 9,000 Third Ave. 5's 1960, 59@........ 491.38 
Dee. 28,1937 10,000 Third Ave. 5's 1960, 514........ S22.27 
Nov. 16,7987 42 Shapes Marathon PHd., O0.......0....... 3.777 ae 


‘A a 17,420.30 
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(Testimony of George S. Gaylord.) 


Respondent's Exlnbit J—(Continued ) 


Bong htcce........-.....0..-. $20,924.85 
\) ee 17,420.30 
EE 12,504.55 


[Endorsed]: V-C.U.S. Filed Apr. 2, 1943. 


Mr. Coon: The fiduciary return for the same 
parties for 1938. 
The Judge: Exhibit kh. 

(The said fiduciary return for 1958, so offered 
and received in evidence was marked Respond- 
ent’s Exhibit IK, and made a part of this rec- 
ord. ) 
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(Testimony of George S. Gaylord.) 
RESPONDENT'S EXHIBIT Kk 


Treasury Department Form 1041 Internal Revenue Service 
United States 
1938 FIDUCIARY INCOME TAX RETURN 1938 


(For Estates and Trusts) 


For Calendar Year 1938 
or fiscal vear beginning................ , 1938, and ended................ , 1939 


File this return not later than the 15th day of the third month following the 
close of the taxable year 


(Print Names and Address Plainly Below) 


Name of Estate or Trust 
GEORGE S. and GERTRUDE H. GAYLORD TRUST 


(Aaditor’s Name and Address of Do Not Use 
Stamp) Fiduciary This Spaee 


George S. and Gertrude H. 


ial No. 
Gaylord, Trustees yi nc 


950452 
639 Rosemont Avenue 
Pasadena, California ss 
Item and 
Instruction No. INCOME 
®. OG CRS .....2n.........:.... Seen oe $ 3,627.71 
2. Interest on bank deposits, notes, cor- 
poration bonds, etc. (exeept interest 
to be reported in item 38).........0.......... 1,252.36 
6. Rents and royalties (from Sehedule C) 4,641.64 
7. (b) Net long-term gain (or loss) 
from sale or exchange of capital 
assets (from Schedule E)............ 12,305.49 
10. Total income in items 1 to 9 (enter nontaxable 


income in Sehedule B and H)..........................$21,827.20 
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Respondent's Exhibit K-—(Continued ) 


lt@m ane 


Instruction No DEDUCTIONS 
11. Interest (explain in Sehedule G)...8 =616.25 
13. Other deductions authorized by law 


(explain in Schedule Gyo .0...0.0........ 9,311.09 
14. Total deduetions in items 11 to 13........................$ 5,927.34 
lb. Balanee fitem 10 minus item 14).......0........0.......... 815,899.86 


16. Less amount distributable to beneficiaries (from 
Schedule A, columns 2 and 9, and Schedule B, 


lime (ty), @e@lagim 3) ic... ews wn...... 15,899.86 
hi. Net income (taxable to fidueiary) (item 15 
mnGe. 100m 16) 22... ccewn..ndee..cn.. ne. $ none 


COMPUTATION OF TAX 


Be. Net in@ome (item 47 above)................0...0..0000.0000.00.. S$ none 
29. Balance of tax (item 26 minus items 27 and 28)....$ none 


Sehedule A.— BENEFICIARIES’ SHARES OF INCOME 
AND CREDITS. (Inelude as beneficiaries persons to 
whom amounts were paid or set aside for religious, chamn- 
table, ete., purposes) (See Instruction 16) 


— _ — Se __ . lh 


2. Taxnble Income exclu- 

sive of {nterest on Crov- 

1 Namé and addres of @ach beneficlary ernment obligations nnd 
(dealgnuate nonresident alrens) dividends on share ne- 

counts of Federal savings 
And lonn os®oclations 


(a) Margaret G. Ruppel 


(b) 2225 Robles Avenue, Altadena .....0.... 2.2... & 7,549.98 
(¢) Gertrude G. Briee 
(d) 1466 Charlton Road, San Marino ..——. T O49 08 


Total of beneficiaries’ shares,.........8 15,899.86 


Sehedule B.—INTEREST ON GOVERNMENT OBLIG A, 
TIONS, ETC, (See lastruetion 4) 
[Followed be printed form not filled im] 


474 George S. Gaylord vs. 


(Testimony of George S. Gaylord.) 
Respondent’s Exhibit K—(Continued) 


Schedule C.—INCOME FROM RENTS AND ROYALTIES. 
(See Instruction 6) 


[Followed by printed form not filled in} 


Sehedule D—EXPLANATION OF DEDUCTION FOR DE- 
PRECIATION CLAIMED IN SCHEDULE C, E, and F. 
, (See Instruction L) 


[Followed by printed form not filled in] 


Schedule E.—GAINS AND LOSSES FROM SALES OR EX- 
CHANGES OF CAPITAL ASSETS. (See Instruction 7) 


1. Kind of prop- 8. Gain or 
erty (if necessary 4. Gross loss (col. 4 Gain or loss to be 
attach statement sales price 5. Cost or plus col. 7 taken in account 
of descriptive (contract other basis minus the 
details not shown price) sum of — 
below) cols.5and6) 9.9% £10. Amount 


Short-Term Capital Gains and Losses—Assets 
Held Not More Than 18 Months 


Item (a) $4,974.97 $5,122.50 ¢$ 147.53 100 $ 147.53 
Item (b) #,999°97 5,022.50 22.53 100 22.03 


Total net short-term capital gain or loss (enter in line 1, 
colimn 2, of eummeary below )x.................cone ames $170.06 


Long-Term Capital Gains and Losses—Assets Held for More 
Than 18 Months But Not for More Than 24+ Months 


Item (c) $11,408.54 $19,493.15 $8,084.61 6624 $5,389.74 


Long-Term Capital Gains and losses—Assets Held 
for More Than 24 Months 


Item (d) $43,600.45 $8,210.00 $35,390.45 50 17,695.28 


Total net long-term capital gain or Joss (enter in line 
2, colunin 2, of summary below) .............................--dpl2,dOTaD 
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Respondent's Exhibit K— (Continued ) 


Sumunary of Capital Net Gains or Losses 


1. Claw Oeation Loss Lose 


1. Total net short-term capital gain may OR BOS 
lowable (Sev 


or loss (enter as item 7(a), page Instruc- 
1, amount of gain shown in col. 4) $ 170.06 Yah 7) 


2. Total net long-term capital gain 
or loss (enter as item 7(b), page 
1, amount of gain or loss shown 
Mi GO. &) noc. §=69§T8, 30.69 


*2. Net gain or loss to be taken into account from col. 10, above. 
*4. Total net gain or Joss to be taken Into account in columns 2 and 3 of 


this summary. 


If any of the above items were aequired by you other than by 
purchase, explain fully how aequired: Item (d) aequired in 
formation of trust. 


Schedule F.—GAINS AND LOSSES FROM SALES OR EX- 
CHANGES OF PROPERTY OTHER THAN CAPITAL 
ASSETS. (See Instruction 7) 
[Followed by printed form not filled in] 


Sehedule (.—ENPLANATION OF DEDUCTIONS CLAIMED 
IN ITEMS 11, 12. and 13. (See Instructions 11, 12, and 13) 


Item 1]—Interest on mortgage indebtedness. 


Schedule H——NONTAXABLE INCOME OTHER THAN IN- 
TEREST REPORTED IN SCHEDULE B. (See Instrue- 
tion 10) 

[ lollowed by printed form not filled in] 


QUESTIONS 
1 If a return of income was filed for the preeeding year, to 
witich eollector’s Office was it sent! los Angeles. 
2 Date estate or trust was created: Nov. 7, 1935. 
If copy of will or trust instrument and statement required 
under Instruction | have been previously furnished, state 
when and where filed: Nov. 7, 19385: Los Angeles. 


Ww 
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(Testimony of George S. Gaylord.) 
Respondent’s Exhibit K—(Continued) 
Questions— (Continued) 


4. Cheek whether this return was prepared on the cash [\/] or 
accrual { | basis. 

Oo. Did the estate or trust at any time during the taxable year 
own directly or indirectly any stock of a foreign corporation 
or a personal holding company as defined in section 402? 
(Answer ‘‘ Yes’’ or ‘‘No’’): No. If answer is ‘‘ves*’ attach 
schedule as required by Instruction N. 

6. If return is for a trust, does the trust instrument require or 

permit the accumulation of any portion of the income of the 

trust? No. 

If return is for a trust, state name and address of grantor: 

George S. and Gertrude H. Gaylord, 639 Rosemont Ave., 

Pasadena. 


= 


AFFIDAVIT. (See Instruction F) 

T swear (or affirm) that this return (including any accom- 
panying sehedules and statements) has been examined by me, 
and to the best of my knowledge and belief, is a true, correct, 
and complete return, made in good faith for the taxable year 
stated, pursuant to the Revenue Act of 19388 and the Regula- 
tions issued thereunder. 

GEORGE S. GAYLORD 
GERTRUDE H. GAYLORD 
Trustees 
(Signature of fiduciary or officer repre- 
senting fiduciary) 


Subseribed and sworn to before me this 23rd day of Feb- 
ruary, 1939. 
(Seal) ALICE F. JACKSON 
Notary Public 
My Commission Expires Sept. 19, 1939. 


(if this return was prepared for you by some other person, the 
following affidavit niust be executed) 
AFFIDAVIT. (See Instruction F) 


[/we swear (or affirm) that I/we prepared this return for 
the person named herein and that the return (including any ac- 
companying schedules and statements) is a true, correct, and 
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Respondent's lexhibit h- 


(Continued ) 


477 


complete statement of all the information respecting the income 
tax hability of the person for whom this return has been pre- 
pared of which I/we have any knowledge. 


JAMES W. BONTEMS 


(Signature of person preparing this return) 


JAMES W. BONTEMS & CO. 


215 W. 6th St.. Los Angeles 


(Name of firtn, or employer, if any) 


Subseribed and sworn to before me this 21st day of Febru- 


ary, 1939. 
(Seal) 


DOROTHY SPECK ELS 


(Signature of officer administering oath) 


Notary Public in and for the County of Los Angeles, State of 


California. 


My Commission Expires Jan. 12, 1943. 


GEORGE S. GAYLORD and GERTRUDE H. GAYLORD TRUST 


Sehedule C—Income from Rents and Rovalties—1938 


Property 


Amarillo—business 
McAllen—business 


Ao NO 


Schedule E- 


Alhambra—business 


Santa Monica—business 1,856.58 


Rent 
Received Depreciation 
697.41 t.1o 
1,063.53 200.00 
1,893.34 Sab 25 
611.08 


5,910.86 


— — = 


et. Rern 


Date ACY 
1. Stueco 1938 
2. Brick 1938 
3. Brick 193S 


Life 
20 Y 
SY 
l2 7 


Coat Rematning Come 
3,110.00 3,110.00 
3,200.00 3,200.00 
8,000.00 § 000.00 

14,310.00 14,310.00 
= ——EE 


Other 


Iix pense 


39.10 
64.75 
127 26 
31.08 


Depreciation claimed in Schedule ¢ 


Net Profit 


584.56 
798.78 
1,432.75 
1,825.55 


4641.64 


Deprn. 
thie year 


— 


THD 
200.00 
333.23 


611.08 


- 


. @ehedule F - Gains and Losses from Sales or Pxchanges 


. i 
iar of Capital Assets - 1638 
é 


ee es &=& 2& 


io. Date 
Shares = toek =» «-- equ ired 


| (a) 200 Lake Shore H. Nov.10-37 cct.24-38 $4,974.97 


(0) 100 Lake shore x. Sep.30-87 Cet.P4-38 4,969.97 
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Respondent's Exhibit K—( Continued ) 
SHOWING COST OF MARATHON PAPER MILLS 
COM. STOCK 


Menasha Printing and Carton Co. 


oT) ... $350,000.00 
Pg a ee?) ee 152,500.00 
502,500.00 
Less Preferred Stock Sold, duly 1917..000000000000000000.... 20,000.00 
$482,500.00 


Reeeived for 3,857 shares Menasha Printing and Carton Co. 
stock, securities of Marathon Paper Mills Co., as follows: 


$ 1,038,000.00 par 51296 Bonds ..........0..2.......-..------.-$ 1,038,000.00 
6,728 shares Common Stock @ $130.30 .000.00202...... 876,658.40 


$ 1,914,658.40 
$ 1,038,000.00 equals 54.219¢ of total received. 
876,658.40 equals 45.799 of total received 
45.799¢ of $482,500.00 equals $220,936.75 or original cost of 
6,72S shares of common stock or $32.84 per share. 
Stock was divided four for one, making original cost of present 
common shares $8.21 per share. 


480 George S. Gaylord vs. 


(Testimony of George S. Gaylord.) 
Respondent’s Exhibit K—(Continued) 


GEORGE S. and GERTRUDE GAYLORD TRUST 
Item 18—Other Deductions—19388 


Deductions claimed are as follows: 

Taxpayer purehased a one-third interest in business 
block at Santa Monica, California. After renting 
property for approximately six months, additional 
space was required by some of the tenants. After 
consultation with contractors, it was determined that 
the building should be razed and a new building 
ereeted. The proportionate cost of the interest in 
the old building as determined from the tax bill 
valuations of real estate and improvements at the 


date nearest the date of purchase was.........00........0.22.-+- $5,076.11 

Cost of insuranee, ete. on gold bullion in foreign 
6, a ORE ene oa ae 234.98 
$5,311.09 


[Endorsed]: T.C.U.S. Filed Apr. 2, 1948. 


Mr. Coon: he fiduciary return for the same 
parties for 1959. 
The Judge: Exhibit L. 

(The said fiduelary return for 1939, so offered 
and received in evidence was marked Respond- 
ent’s Exhibit and made a part of this ree- 
ord.) 
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(Testimony of George 5S. Gaylord.) 
RESPONDENTS ENELIBIT 1 
[Stamped]: Recvived slum. 10, 1940. Revenue Agent in Charge, 

Los Angeles Division. 
Treasury Department Form 1041 Internal Revenue Service 
United States 
1939 EIDUCTLARY INCOME TAX RETURN 1939 
(lor Estates and Trusts) 
Kor Calendar Year 1939 


or fiseal vear beginning 


File this return not later thun the 15th dny of the third 
month following the close of the taxable year 


(Print Names and Addréss Plainly Below) 
Name of Estate or Trust 


GEORGE S. and GERTRUDE H. GAYLORD TRUST 
(Auditor’s Name and Address of Do Not Use 
Stamp ) Fiduciary These Spaees 


(George S. and Gertrude H. 


Serial No. 
(iaylord, Trustees 


952650 
639 Rosemont Avenue, 
Pasadena, California (Cashier's Stamp) 
Item and 
Instruction No. INCOME 
A. WhO ......... nee CEO G7 
6) 


2. Interest on bank deposits, notes, cor- 

poration bonds, ete. (except imterest 

to he reported in item 3)... 768.86 
6. Rents and rovalties (from Schedule C) 8,302.56 
(a) Net short-term gam from sale or 

exehange of capital assets (from 

Schedule I) ao. Bawa 
ib} Net long-term gain (or loss) 

from sale or exchange of eapital 

assets (from Sehedule h)....... 5,567.88 


=~) 


10. Total income in items TF to 9 (enter nontaxable 
income in Sehedules B and A) ou... $23,025.04 


482 
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(Testimony of George 8S. Gaylord.) 


Respondent's [Hxhibit L—(Continued ) 
Ttem and 

Instruction No. DED UCTIONS 
11. Interest (explain in Schedule G).....6 450.00 
13. Other deductions authorized by law 

(explain in Schedule G) .................... 109.65 
14. Total deductions in items 11 to 13...................... 559.65 
15. Bakinee (item £0 minus item MP)... $22,465.39 
16. Less amount distributable to beneficiaries (from 

Schedule A, columns 2, 7b, Sb, and 9).......0........-.-- 22.465.39 

COMPUTATION OF TAX 

1S. Wet meome (item 17 ditowe)..............02000000...2.8 $ None 
29. Balance of tax (item 26 minus items 27 and 28) $ None 


Sehedule A.— BENEFICIARIES’ SHARES OF INCOME 


AND CREDITS. (Include as beneficiaries persons to whom 
amounts were paid or set aside for religious, charitable, ete., 
purposes) (See Instruction 16) 


2, Taxable income exclusive 
of interest on Government 


. Name and eddresses of ench beneficiary obligations and dividends on 
(desiznate ronresident aliens) share accounts of Federz] 
savings and lonn asso- 
ciations 
Marearet G. Ruppel 
2225 Robles Avenue, Altadena S 41232.70 
Gertrude G. Bruee. 
1466 Charlton Road, San Marino 11,252.69 
Total of beneficiaries’ shares $ 22,465.39 


Schedule BL—INTEREST ON GOVERNMENT OBLIGA- 


TIONS, ETC. (See Instruetion 4) 


[Followed by printed form not filled m | 


Sehedule C.— INCOME FROM RENTS AND ROYALTIES 


(See Instruction 6) 


See Sehedule Attaehed 
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(Testimony of George S. Gaylord. ) 
Respondent's Exhibit L— (Continued ) 
Schedule D.—EXPLANATION OF DEDUCTION FOR DE- 
PRECIATION CLAIMED IN SCHEDULES C, BK, AND 
F. (See Instruction L.) 


See Schedule Attached 
Sehedule E.—GAINS AND LOSSES FROM SALES OR EX- 
CHANGES OF CAPITAL ASSETS. (See Instruction 7) 


Cialn or loss to be 


S$. Gain or loss (col. 4 taken into account 
plus col.7 minus the — —«-— -- —. 
sum of cols. 5 and 6) 9.% 10. Amount 
Short-Term Capital Gains and Losses— Assets 
Held Not More Than 18 Months 
See Schedule Attached $ 6,202.27 100 $6,202.27 


Long-Term Capital Gains and Losses—Assets 
Held for More Than 24 Months 


See Schedule Attached $11,115.75 50 = $5,557.88 


= 


Summary of Capital Net Gains or Losses 


3. Net gain or loss 5. Total net gain or 
to be taken Into loss to be taken 
account from col. Into account in 
1. Classification 10, above cols, 2,3 and 4 of 


this suinmary 


Gain Gain 

1. Total net short-term capital 

gain or loss (enter as item 

7(a), page 1, amount of gain 

shown) ini Gol. 5)......0.. .- 200. $6 202.27 $6,202.27 
2. Total net long-term capital 

gain or loss (enter as item 

7(b), page 1, amount of gain 

or loss shown in col. 5)... = $5,557.88 $9,997.88 


——— eee 


State the family, fiduciary, or business relationship to you, if 
any, of purchaser of any of the above items: None. 

If any of the above items were acquired by you other than by 
purchase, explain fully how aequired : See schedule attached. 
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(Testimony of George 8S. Gaylord.) 
Respondent's Exhibit I1.—(Continued) 
Sehedule F.—GAINS AND LOSSES FROM SALES OR EX- 


CHANGES OF PROPERTY OTHER THAN CAPITAL 
ASSETS. (See Instruction 7) 


[Follow by printed form not filled in] 


Schedule G.yj~EXPLANATION OF DEDUCTIONS CLAIMED 
IN ITEMS 11, 12, and 18. (See Instructions 11, 12. and 13) 


1, Item No. 2. Explanation 3. Amount 
ld« Mortwege indebtedness. ...........00...000.... ees $ 450.00 
TS Fgaomiauig Vees |... ......cc.cccccccccceceecscseeceseeeese 80.19 

NM ee 29.46 
$ 109.65 


Schedule H—NONTAXABLE INCOME OTHER THAN IN- 
TEREST REPORTED IN SCHEDULE B. (See In- 
struction 10) 


[Followed by printed form not filled in] 


QUESTIONS 


1. If a return of income was filed for the preceeding year. to 
which ecollector’s office was it sent? Los Angeles. 

Date estate or trust was created: Noy. 7, 1955. 

If copy of will or trust instrument and statement required 
under Instruction I have been previously furnished. state 
when and where filed: Nov. 7, 1935. Los Angeles. 

4. Cheek whether this return was prepared on the cash |X] or 


bo 


= 


acerual {| basis. 

id the estate or trust at any time during the taxable vear 

own directly or indirectly any stock of a foregin corporation 

or a personal holding company as defined in section 501? 

(Answer ‘‘Yes"’ or *‘No™): No. Tf answer is *wes,’? atiaeh 

schedule as required by Instruction N. 

G6. If return is for a trust, state name and address of grantors: 
George S. Gaylord and Gertrude H. Gaylord, 639 Rosemont 


Roa 


Avenue, Pasadena, Cal. 
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(Testimony of George S. Gaylord.) 
Respondent's lixhibit L— (Continued ) 
AFFIDAVIT. (See Instruction I*) 

] swear (or affirm) that this return (including any aeccom- 
panving schedules and statements) has been examined by me, 
and to the best of my knowledge and belief, is a true, correct and 
complete return, made in good faith for the taxable year stated, 
pursuant to the Internal Revenue Code, as amended, and the 
regulations issued thereunder. 

GEORGE S. GAYLORD 
GERTRUDE H. GAYLORD 
(Signature of fiducinry or officer representing fiduciary ) 
Subseribed and sworn to before me this 27th day of Feb- 
ruary, 1940. 
(Seal ) DOROTHY SPECKIELS 
(Signature of officer administering onth) 
Notary Public in and for the County of Los Angeles, State of 
California. 
My Commission Expires Jan. 12, 1943. 


(If this return was prepared for you by some other person, the 
following affidavit must be executed. ) 


AFFIDAVIT. (See Instruction I) 

I/we swear (or affirm) that I/we prepared this return for 
the person named herein and that the return (including any ac- 
companyving schedules and statements) is a true, correct, and 
complete statement of all the information respecting the income 
tax liability of the person for whom this return has been pre- 
pared of which I/we have any knowledge. 

JAMES W. BONTEMS 

(Signature of person preparing the return) 
JAMES W. BONTEMS &€ CO. 
215 W. 6th St.. Los Angeles 

(Name Of firm, or @mployer, if any) 

Subsertbed and sworn to before me this 26 day of February, 

1940. 
(Seal) DOROTHY SPECK ELS 
CSignatuore of offieer admintstering eath) 
Notary Public in and for the County of Los Angeles, State of 
California. 
Mv Commission Expires Jan, 12, 1943. 


(Testimony 


Location 


Alhambra 
Amarillo 
Alice 
Harlingen 
MeAllen 
Santa Monica 


Location 


Alhambra 
Amarillo 
Alice 
Harlingen 
MeAllen 
Santa Monica 


of George S. Gaylord) 


Respondent’s Exhibit L—(Continued) 


GEORGE S. GAYLORD AND GERTRUDE H. GAYLORD TRUST 
RENTS - SCHEDULE 


Kind 


Stores 


6 


(a) Weed expense, ete. 
(b) Architect’s fre. 


Rent Recelved 
$ 2,560.77 


1,768.34 
3,546.47 
1,875.00 
2,443.56 
3,410.98 


Taxes 
$ 444.12 
259,82 
722.85 
398.66 
352.55 
868.53 


$3,046.53 


$ 238.47 


Insurance 


44.00 


Commissions 


$ 326.25 


(a) 
saisate (b) 


DEPRECIATION - SCHEDULE 


Kind Date Acquired Building Cost 
Stueeo and steel Oct. 1938 $ 7,787.69 
Briek (1916) June 1938 3,200.00 
Brick July 1938 21,000.00 
Brick and hollow tile 1937 12,000.00 
Brick (1921) 1938 8,000.00 
Stucco and steel 1939 11,258.60 


Date of Sale Description 

1-11-39 Dome Mines .........00...... 
1-11-39 [NOPAqTIC gee 
1-27-39 751,853 oz. gold... 
Tens) Dome Mines ......... 
2-19.39 FEU TGC cepa 
2-20-39 MeIntyre Poreupine 
3-14-39 Avena born TP, eeroneecoeen 
4- 8.39 Marathon P. ... 

4. 8.39 Marathon P. ... 

4-10-39 Melntyre P. 

4-21-39 Marathon P. 


Depreclation 


prior years 


$ 77.75 
200.00 


Remalning Cost 


$ 7,709.94 


3,000.00 
21,000.00 
11,400.00 

7,666.67 
11,258.60 


Other Expenses 


Depreciation Total Expenses 


$ 19,55 $ 385.50 $1,219.42 
6.66 400.00 666.48 
eee 1,050.00 1,812.53 
=e, 600.00 1,006.88 
meee 666.67 1,127.07 
eee 562.93 1,470.18 
$ 26.21 $3,665.10 $7,302.56 
At beginning 
Used of year 
20 Years 20 Years 
8 Years 74 Years 
20 Years 20 Years 
20 Years 19 Years 
12 Years 1114 Years 
20 Years 20 Years 


GEORGE 8, GAYLORD AND GERTRUDE H. GAYLORD, TRUST 
1939 CAPITAL GAINS AND LOSSES 


Shares 
200 
100 


100 
100 
100 
100 
100 
100 
100 
100 


Amount Recelved 


& 6,418.69 
8,033.35 
25,792.08 
3,094.93 
5,196.74 
5,196.74 
3,671.50 
3,652.75 
3,697.75 
5,471.74 
3,377.75 


$73,604.02 


Date Acquired 
9-30-37 
4-22-38 
1-17-38 
4-22-38 

11-18-38 
8- 5-38 
11- 7-35 
1l- 7-35 
11- 7-35 
8- 5-38 
11- 7-35 


Cost or Basis 
$ 4,395.00 
5,775.00 
26,541.00 
2,725.00 
+,072.00 
+,747.00 
821.00 
821,00 
821.00 
4,747.00 
821.00 


$56,286.00 


_— eee 


Profit or Loss 
$ 2,023.69 
2,258.35 
748.92 
369.93 
1,124.74 
449.74 
2,850.50 
2,831.75 
2,876.75 
724.74 
2,556.75 


$17,318.02 


=—_ 
SS 


Taxable Income 
Long Term Gains 


Short term gains 
$2,023.69 
2,258.35 
748.92 
369,93 
1,124.74 
449.74 


724.74 


$6,202.27 


18 to 24 Mos. 


Net Income 


$1,341.35 
1,101.86 
1,733.94 
868.12 
1,316.49 
1,940.80 


$8,302.56 


Depreciation 
this year 


$ 385.50 
400.00 
1,050.00 
600.00 
666.67 
562.93 


$3,665.10 


Over 24 Mos. 


2,850.50 
2,831.75 
2,876.75 


2,556.75 


$11,115.75 
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Respondent's Exhibit L— (Continued ) 
GEORGE S. AND GERTRUDE H. GAYLORD TRUST 
Income Tas—1939 

This trust shows long term capital gains on sale of Marathon 
Paper Mills stock which was acquired by gift November 7, 1935, 
from George S. Gaylord and Gertrude H. Gaylord. The basis 


of this stock is the March 1, 1913 value to George S. Gavlord, 


arrived at as follows: 


Menasha Printing and Carton Co. 


Vélwe Maeeh 4. 1913 We... 008,00 
pie a, AO1T ire _.......cg oe. 152,500.00 

502,500.00 
Less—Prererred stock sold July 1917................ 20,000.00 


S48? 500.00 


Reeeived tor 3.357 shares Menasha Printing and Carton Co. 
stock, securities of Marathon Paper Mills Co., as follows: 


$1,038.000.00 par 5159¢@ Bonds ........................-8 1,058,000.00 
6,728 shares Common stock @ $130.30.............. 876,658.40 


$ 1,914.658.40 


€ 1,038,000.00 equals 54.219 of total received. 
$76,568.40 equals 45.7996 of total received. 
45.79% of $482,500.00 equals $220,986.75 or original coast 
of 6,725 shares of common stock, or $32.84 per share. 
Stock was divider! four for one, making origimal cost of ptts- 
ent common siiares $}.21 per share. 
Conferences are pow pending with the Bureau of Internal 
Revenue to deterhine the correet ness of the above valor 
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(Continued ) 
POWER OF ATTORNEY 


Know All Men By These Presents: That we, 
George 8. Gavlord and Gertrude H. Gaylord, Trus- 
tees, of the George 8. and Gertrude H. Gaylord, 


Yespondent’s Exhibit LL 


Trust, do by these presents make, constitute and 
appoint James W. Bontems, Certified Public Ac- 
countant, of Los Angeles, California, our true and 
lawful attorney to appear for us‘and represent us 
beofre the Treasury Department of the United 
States, or any bureau thereof, or any official or 
officials of said Department, in all matters pertain- 
ing to the determination, assessment, collection, or 
payment of any taxes which may be due by us to 
the United States, or pertaining to claims for abate- 
ment, refund or credit based on the assessment or 
payment of any amounts as such taxes. 

It 1s requested that a copy of all communications, 
addressed to the undersigned, regarding any matter 
in which the said attorney is hereby authorized to 
act be addressed to James W. Bontems, Certified 
Public Accountant, 215 West Sixth Street, Los An- 
geles, California. 

All powers of attorney for this purpose hereto- 
fore filed or executed by us are hereby revoked. 
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(‘Testimony of George S. Gaylord. ) 
Respondent’s Exhibit L— (Continued ) 
In Witness Whereot, we have hereunto set our 
hands and seals this 17th day of October, 1939. 
GEORGIE S. and GERTRUDE 
H. GAYLORD, TRUST 
(Seal) Signed by: GHORGE 8S. GAYLORD 
(Seal) Signed by: GERTRUDE TH. GAYLORD 
Trustees 
Witnesses : 
Signed: J. bE. BERNSDORE 
signed: HENRIETTA MILLER 


(Original ) 


INSTRUMENT OF APPOINTMENT BY 
GEORGE S. GAYLORD OF SUCCESSOR 
TRUSTEES 

Know All Men By These Presents: 

Whereas in and by that certain declaration of 
trust dated the 7th dav of November, 1935, the un- 
dersigned George S. Gavlord and Gertrude H. Gay- 
lord, his wife (who, though more than one, are also 
in said deelaration of trust called ‘‘trustee’’) do 
hereby certify and declare that they hold and shal! 
and will hold the following deseribed personal prop 
erty, to-wit. seven thousand (7000) shares of the 
common capital sto¢k of Marathon Paper Mills 
Company, a Wisconsin corporation, of the par 
value of $25.00 per share, and any and all procecds 
thereof, In Trust, Nevertheless, for the uses and 


purposes and upon the terms and conditions set 
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(Testimony of George S Gaylord.) 
Respondent’s Exhibit L—(Continued ) 

forth in said declaration of trust, reference being 
hereby made to said declaration of trust for 
further particulars thereof, and which said trust 
has at all times been and is irrevocable, and which 
siad declaration of trust was executed in quad- 
ruplicate by said George S. Gaylord and Gertrude 
H. Gaylord, the trustors and trustees therein 
named, who under date of December 11, 1935, ac- 
knowledged before J. C. Humphreys, a notary pub- 
lic in and for the County of Los Angeles, State of 
California, their, the said George 8. Gaylord and 
Gertrude H. Gaylord’s, execution of said declara- 
tion of trust, and which said declaration of trust 
was recorded on September 23, 1937, in the office of 
the County Recorder of Los Angeles County, Cali- 
fornia, in Book 15288 at Page 94 of Official Records 
of said County; and 

Whereas, in and by article XI of said declara- 
tion of trust it is provided, among other things, 
that said George S. Gavlord shall have the right 
by an imstrument in writing signed by him and 
acknowledged by him before a notary public, or 
other officer authorized to take acknowledgments, 
which acknowledgment shall be certified so as to 
entitle the same to be recorded. and recorded in 
the office of said County Recorder of the County 
of Los Angeles, State of California, to appoint the 
successor or successors as the trustee (whether one 
or more) of the trust created and provided for in 
said declaration of trust in the event that neither 
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Respondent's Exhibit L—(Continued ) 
of the two original trustees of said trust, viz., said 
George S. Gaylord and Gertrude H. Gaylord, is 
acting as the trustee of said trust; and 

Whereas, George S. Gaylord desires to appoint, 
pursuant to the provisions of said declaration of 
trust such successor or suc¢éessors as the trustee 
(whether one or more) of said trust in the event 
that neither of said two original trustees of said 
trust, viz.. said George 8. Gaylord and Gertrude H. 
Gaylord, is acting as the trustee of said trust: 

Now, Therefore, said George S. Gaylord does 
hereby appoint his daughter Margaret Gaylord 
Ruppel and his son-in-law Eugene L. Bruce. who 
is the husband of said George S. Gaylord’s 
daughter Gertrude Gaylord Bruee, and the sur- 
vivor of said Margaret Gaylord Ruppel and Mu- 
gene L. Bruce, trustees or trustee (as the case may 
be) of said trust in the event that neither of said 
two original trustees George S. Gavlord and 
Gertrude H. Gavlord is acting as the trustee of said 
trust, and does hereby appoint said Margaret Gay- 
lord Ruppel and Eugene L. Bruce and the sie- 
vivor of them the successors or successor (as the 
ease may be) as the trustee (whether one or more) 
of said trust in such event that neither of seid two 
original trustees of said trust, said George S. Gav- 
lord and Gertrude HA. Gaylord, is acting as the 
trustee of said trust. Said appomteces Margaret 
Ruppel and Kugene LL. Gruce and the survivor of 
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(Testimony of George 8S Gaylord.) 
Respondent's exhibit L—(CContinued ) 

them in such event of neither said George S. Gay- 
lord and Gertrude H. Gaylord acting as the trustee 
of said trust to be vested with the trust estate men- 
tioned and referred to in said declaration of trust 
as the same then exists, together with all title of 
the trustee referred to in said declaration of trust 
to said trust estate and together with all rights, 
powers, authorizations, exemptions and discretions 
in and by said declaration of trust vested in said 
George 8S. Gaylord and Gertrude H. Gaylord as 
trustee thereunder, and subject to all of the duties 
and obligations imposed in said declaration of trust 
upon the trustee therein referred to, all without 
any or further conveyance, assignment, transfer or 
act by or on the part of said George S. Gavlord 
and Gertrude H. Gaylord or either of them. In no 
event shall any bond or bonds or other security 
whatever ever be required of either of the herein- 
before named appointees for the performance of 
any duty or trust under said trust or said declara- 
tion thereof or to qualify as a trustee or trustees 
of said trust. Each such appointee in this instru- 
ment hereinbefore named shall have the right at 
any time to resign as trustee of said trust. 

In Witness Whereof, said George S. Gavlord 
has hereunto set his hand and seal this Ist day of 
December, 1941. 

Ixecuted in Quadruplieate. 

(Seal) GEORGE S. GAYLORD 
(George 8. Gaylord) 
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State of California 

County of Los Aneeles—ss. 

On this 13th dav of December, A. 1). 1941, be 
fore me, J. F. Kinman, a notary public in and for 
said County and State, personally appeared George 
S. Gaylord, known to me to be the person whose 
name is subscribed to the within and foregoing in- 
strument, and acknowledged to me that he executed 


the same. 


[n Witness Whereof, I have hereunto set my 
hand and affixed my official seal the day and vear 
in this certificate first above written. 

(Seal) J. FP. RINMAN 
Notary Public in and for said County and State. 


State of California 
County of Los Angeles—ss. 

Before me, the undersigned authority, a notary 
pubhe in and for the County of Los Angeles, State 
ef California, on this day personally appeared 
George 8S. Gaylord, known to me to be the person 
whose name is subsermbed to the foregoing imstru- 
ment and acknowledged to me that he executed the 
same for the purpose and consideration therein ex- 


pressed. 


Given umler my hand and official seal this eth 
da® of December, LOFL. 
(Seal) J. f. KINMAN 
Notary Pubhe in and for the County of Los Ap- 
gcles, State of California. 


My Commission Iixpires August 14, 1942. 
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+1110. Copy of original recorded at request of 
Attorney, Dec. 13, 1941, 11:57 a.m. Copyist #39 
Compared, Mame B. Beatty, County Reoecrder. By 
A. Rand (211) Deputy. $1.90-14-L. 


State of California 
County of Los Angeles—ss. 

I hereby certify the foregoing to be a full, true 
and correct copy of the instrument appearing rec- 
orded in Book No. 19038 of Official Records, Page 
20, Records of Los Angeles County, and that I have 
carefully compared the same with the original 
record. 


In Witness Whereof, I have hereunto set my 
hand and affixed my Official Seal, this 10th day of 
March, 1948. 

(Seal) MAME B. BEATTY 

County Recorder 
sy “W. D. Cita Yk, 
Deputy 


(Original) 


RESIGNATION OF GEORGE 8. GAYLORD 
AND GERTRUDE H. GAYLORD AS 
TRUSTEES 

Know All Men By These Presents: 

Whereas in and by that certain declaration of 
trust dated the 7th day of November, 1935, the 


undersigned George S. Gaylord and Gertrude FH. 
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(Testimony of George S. Gaylord.) 

Respondent's exhibit [-— (Continued ) 
Gaylord, his wife (who, though more than one, 
are also in said declaration of trust called “*trus- 
tee’’) do thereby certify and declare that they hold 
and shall and will hold the following described per- 
sonal property. to-wit, seven thousand (7000) 
shares of the common capital stock of Marathon 
Paper Mills Company, a Wisconsin corporation, of 
the par value of $25.00 per share, and any and all 
proceeds thereof, In Trust, Neverthless, for the 
uses and purposes and upon the terms and condi- 
tions set forth in said declaration of trust, refer- 
ence being hereby made to said declaration of trust 
for further particulars thereof, and which said 
trust has at all times been and is irrevocable, and 
which said declaration of trust was executed i 
quadruplicate by said George G. Gavlord and 
Gertrude H. Gaylord, the trustors and trustees 
therein named, who under date of December 11, 
1935, acknowledged before J. C. Humphreys, a 
notary public in and for the County of Los An- 
geles, State of California, their, the said George 
S. Gaylord and Gertrude H. Gavlord’s, execution 
of said declaration of trust. and which said deelarm- 
tion of trust was recorded on September 25, 1937, 
in the office of the County Recorder of Los Aneeles 
County. California. in Book 15288 at Page 94 of 
Official Records of said County; and 

Whereas, in and by Article XJ of said deelara 
tion of trust it is provided, among other thincs. 
that said George S. Gavlord and Gertrude U1. Gay- 
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Respondent’s Exhibit L—( Continued) 

lord, his wife, or either of them, shall have the 
right at any time to resign as trustee of said trust 
bv signing an instrument in writing declaring that 
they, he or she (as the case may be) so resigns as 
the trustee of said trust and acknowledging the 
execution of such instrument before a notary pub- 
lic or other officer authorized to take acknowledg- 
ments, which acknowledgment shall be certified so 
as to entitle the same to be recorded, and by rec- 
ording such instrument in the office of the County 
Recorder of the County of Los Angeles, State of 
California, and that said instrument in writing of 
such resignation shall be effective upon and as of 
the time of such recordation; and 

Whereas, said George 8S. Gaylord and Gertrude 
H. Gaylord desire and intend in and by this instru- 
ment to so resign as the trustee of said trust and 
as trustees of said trust: 

Now, Therefore, said George 8S. Gaylord and 
Gertrude H. Gaylord do and each of them does 
hereby resign as the trustee of said trust and as 
trustees of said trust and do hereby declare that 
they and each of them so resign as the trustee of 
said trust and that it is the desire and intention 
of them and each of them that such resignation be 
effective immediately. 

In Witness Whereof, said undersigned have here- 
unto set their hands and seals this 2nd day of De- 
cember, 1941. 
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lixecuted in Quadrupheate. 
(Seal) GRORGIE S. GAYLORD 
(Seal ) GERTRUDE H. GAYLORD 


State of California 
County of Los Angeles—ss. 

| hereby certify the foregoing to be a full, true 
and correct copy of the instrument appearing re- 
corded in Book No. 19089 of Official Records, Page 
28, Records of Los Angeles County, and that I 
have earefully compared the same with the orig- 


inal record. 


In Witness Whereof, I have hereunto set my 
hand and affixed my Official Seal this 10th day of 
March, 1943. 

MAMI B. BEATTY, 
County Recorder 
by W. D. CLEAVER, 
Deputy 


State of California, 
County of Los Angeles—ss. 

On this th day of December, 1941, before me, 
J. FF. WNinman, a notary pubhe in and for said 
County of Los Angeles, State of California, resid- 
ing therein, duly commissioned and sworn, person- 
ally appeared George S. Gaylord and Certrude V. 
Gaylord, his wife, personally known to me to be 
the persons whose names are subseribed to the 
Within and foregoing instrument, and acknowl- 


edged to me that they executed the same. 
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In Witness Whereof, I have hereunto set my 
hand and affixed my official seal in said county the 
-day and vear in this certificate first above written. 

(Seal) J. Fk. KINMAN 
Notary Public in and for the County of Los An- 

geles, State of California. 


State of California 
County of Los Angeles—ss. 

Before Me, the undersigned authority, a notary 
public in and for Los Angeles County, Cali- 
fornia, on this day, personally appeared George 8S. 
Gavlord and Gertrude H. Gaylord, his wife, both 
known to me to be the persons whose names are 
subscribed to the foregoing instrument, and ac- 
knowledged to me that they each executed the same 
for the purposes and consideration therein ex- 
pressed, and the said Gertrude H. Gaylord, wife of 
the said George S. Gaylord, having been examined 
by me privily and apart from her husband and 
having the same fully explained to her, she, the 
said Gertrude H. Gaylord, acknowledged such in- 
strument to be her act and deed. and she de- 
clared that she had willingly signed the same for 
the purposes and consideration therein expressed, 
and that she did not wish to retract it. 
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Given Under My Hand and Seal of Office, this 
th day of December, 1941. 

(Seal) J. F. KINMAN 
Notary Public in and for Los Angeles County, Cali- 

fornia. 


My Commission Expires August 14, 1942. 


#1256—Copy of original recorded at request of 
Dockweiler & Dockweiler, Dec. 17, 1941, 2:33 p.m. 
Copyist #83 Compared, Mame B. Beatty, County 
Recorder. By A. C. Dutton (218) Deputy. $1.40- 
9-Me. 

(Original ) 


ACCEPTANCE BY MARGARET GAYLORD 
RUPPEL AND EUGENE L. BRUCE OF 
APPOINTMENT AS SUCCESSOR. TRUS- 
TEES 


Know All Men By These Presents: 

Whereas in and by that certain declaration of 
trust dated the 7th day of November, 1935, George 
S. Gaylord and Gertrude H. Gaylord, his wife 
(who, though more than one, are also in said dee- 
laration of trust called ‘‘trustee’’) do thereby 
certify and declare that they hold and shall and 
will hold the following described personal property, 
to-wit, seven thousand (7000) shares of the com- 
mon capital stock of Marathon Paper Mills Com- 
pany, a Wisconsin corporation, of the par value 
of $25.00 per share, and any and all proceeds there- 
of, In Trust, Nevertheless, for the uses and pur- 
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poses and upon the terms and conditions set forth 
in said declaration of trust, reference being hereby 
made to said declaration of trust for further par- 
ticulars thereof, and which said trust has at all 
times been and is irrevocable, and which said dec- 
laration of trust was executed in quadruplicate by 
said George 8. Gaylord and Gertrude H. Gaylord, 
the trustors and trustees therein named, who under 
date of December 11, 1935, acknowledged before J. 
C. Humphreys, a notary public in and for the 
County of Los Angeles, State of California, their, 
the said George S. Gaylord and Gertrude H. Gay- 
lord’s, execution of said declaration of trust, and 
which. said declaration of trust was recorded on 
September 23, 1937, in the office of the County 
Reeorder of Los Angeles County, California, in 
Book 15288 at Page 94 of Official Records of said 
County; and 

Whereas, in and by article XI of said deelara- 
tion of trust it 1s provided, among other things, 
that said George S. Gaylord and Gertrude H. Gay- 
lord, his wife, or either of them, shall have the 
right at any time to resign as trustee of said trust 
by signing an instrument in writing declaring that 
they or he or she (as the ease may be) so resigns 
as the trustee of said trust and acknowledging the 
execution of such instrument before a notary public 
or other officer authorized to take acknowledg- 
ments, which acknowledgment shall be certified so 
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as to entitle the same to be recorded, and by rec- 
ording such instrument in the office of the County 
Recorder of the County of Los Angeles, State of 
California, and that said instrument in writing of 
such resignation shall be effective upon and: as of 
the time of such recordation, and that said George 
S. Gaylord shall have the right by an instrument 
in writing signed by him and acknowledged by him 
before a notary public or other officer authorized 
to take acknowledgments, which acknowledgment 
shall be certified so as to entitle the same to be 
recorded, and recorded in the office of said County 
Recorder of the County of Los Angeles, State of 
California, to appoint the successor or successors 
as the trustee (whether one or more) of the trust 
created and provided for in said declaration of 
trust in the event that neither of the two original 
trustees of said trust, viz., said George S. Gaylord 
and Gertrude H. Gavlord, is acting as the trustee 
of said trust; and 

Whereas, said George 8. Gaylord did by an in- 
strument in writing dated the Ist day of Decem- 
ber, 1941, signed by him and acknowledged by him 
on the 13th day of December, 1941, before J. F. 
Kinman, a notary public in and for said County 
and State, and certified by said notary so as fo en- 
title the same to be recorded, appoint his (the said 
George S. Gaylord’s) daughter Margaret Gaylord 
Ruppel and his son-in-law Eugene L. Bruce, who is 
the husband of said George S. Gaylord’s daughter 
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Gertrude Gaylord Bruce, and the survivor of said 
Margaret Gaylord Ruppel and said Eugene L. 
Bruce, trustees or trustee (as the case may be) of 
said trust in the event that neither of said original 
trustees George S. Gaylord and Gertrude H. Gay- 
lord is acting as the trustee of said trust, which 
said instrument is entitled Instrument of Appoint- 
ment by George 8. Gaylord of Successor Trustees 
and was recorded in the office of said County Ree- 
order on the 13th day of December, 1941, and to 
which said instrument reference is hereby made for 
further particulars thereof; and 

Whereas, by an instrument in writing entitled 
Resignation of George S. Gaylord and Gertrude H. 
Gaylord as Trustees, dated the 2nd day of Decem- 
ber, 1941, and signed by said George S. Gaylord 
and Gertrude H. Gaylord, his wife, said George 8S. 
Gaylord and Gertrude H. Gaylord and each of 
them did thereby resign as the trustee of said trust 
and did thereby declare that they and each of them 
so resigned as the trustee of said trust and that it 
was the desire and intention of them and each of 
them that such resignation be effective i1mmedi- 
ately, which said instrument of resignation was 
acknowledged by said George S. Gaylord and 
Gertrude H. Gaylord on the 13th day of December, 
1941, before J. F. Kinman, a notary publie in and 
for said County and State, and whieh said acknowl- 
edement was certified so as to entitle said mstru- 
ment to be recorded, and which said instrument was 
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on the 17th day of December, 1941, recorded in said 
office of said County Recorder and to which said in- 
strument reference is hereby made for further 
particulars thereof; 


Now, Therefore, the undersigned and hereinbe- 
fore named Margaret Gaylord Ruppel and Eugene 
L. Bruce have and each of them has accepted and 
do and each of them does hereby accept and de- 
clare her and his (as the case may be) acceptance 
of said appointment as trustee of said trust and 
said undersigned do and each of them does agree 
and consent to act and serve as trustees or trustee 
of said trust. 


In Witness Whereof, said undersigned have 
hereunto set their hands and seals this 13th day of 
December, 1941. 

Executed in Quadruplicate. 


(Seal ) MARGARET GAYLORD 
RUPPEL 
(Seal) EUGENE L. BRUCE 


State of California 
County of Los Angeles—ss. 

On this 30th day of December, A. D. 1941, before 
me, J. F. Kinman, a notary public in and for said 
County and State, personally appeared Margaret 
Gaylord Ruppel, known to me to be the person 
whose name is subscribed to the within and fore- 
going instrument, and acknowledged to me that she 
executed the same. 
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In Witness Whereof, | have hereunto set my 
hand -and affixed my official seal the day and year 
in this. certificate first above written. 

(Seal ) J. F. KINMAN, 

Notary Public in and for said County and State. 


State of California, 
County of Los Angeles—ss. 

On this 30th day of December, A.D. 1941, before | 
me, y. Kinman, a notary public in and for said 
County and State, personally appeared Eugene L. 
Bruct, known to me to be the person whose name 
is subscribed to the within and foregoing instru- 
ment, and acknowledged to me that he executed 
the same. 


In Witness Whereof, I have hereunto set my 
hand and affixed my official seal the day and vear 
in this certificate first above written. 

(Seal) J. F. KINMAN 
Notary Public in and for said County and State. 


#1458 Copy of original recorded at request of 
Attorney, Dee. 31, 1941, 12:34 p.m. Copyist #101 - 
Compared, Mame B. Beatty, County Recorder, By 
J. Murrasch (234) Deputy. $2.00-14-P. 
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State of California, 
County of Los Angeles—ss. 

| hereby certify the foregoing to be a full, true 
and correct copy of the instrument appearing re- 
eorded in Book No. 19068 of Official Records, Page 
40, Records of Los Angeles County, and that I have 
carefully compared the same with the orginal 
record. 


In Witness Whereof, I have hereunto set my 
hand and affixed my Official Seal, this 10th day 
of March, 1943. 

MAME B. BEATTY, 
County Reeorder 
By W. D. CLEAVER, 
Deputy 
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(Testimony of George 8. Gaylord.) 

Mr. Coon: Now, there is some information, as I 
have explained to vour Honor and opposing coun- 
sel, in the returns of the two daughters. ‘This is the 
return for Margaret G. Ruppel for 1936. 

The Judge: That will be Exhibit M. 

(The said 1936 return of Margaret G. Rup- 
pel, so offered and received in evidence was 
marked Respondent’s Exhibit M, and made a 
part of this record. ) 


Z 7 a pares CBee Bampee ttt I 
emnts—4 ase emtaoses sammemomen «4 
= 2 on Eel 
——S —w BP hep —— Os eaogag 09 Ens pus pequegng | 
wpyacay Lev cavy oa/] ors Le eel esl] 
nj comand we wend 
pa bo SLED eS a as eal ELEN ae rae eee ae 
(x wepraneey org) LIAVCLLIY 
ee ae a a a LT pre See or ge i= 
ce eee eel 
oe POST eee eo  tpp 55 GAS 
A Pf Z Pq Coa row 
1) 


Uz eepranrey eg) LIAVCLLAY 


samt PUBS TT aa re are ome Te 
ash SS = id oe¢ r “T-——(pg eononnea | ea) H 
TNC of gg i omens mare ot men) reg pm enrereg ef |. | tf fe \j 11peso emoan) paaas a - 
3 ifemmmenare pA ltr as medi 2 | | | 4 ts a eat wr | 
Ep mmee ray  e [22/8429 a eran man com ae | 
inte = ae (oz wey wr oc DH ROL & : St eee page! 
Z Al iG ee Ve WN] BO THING “Er ooseth HB oo m1 & | 
gy ki AM —— Us at P 9) om rom ee Lg 7: a a ~ (eaoge OF WNT) 
‘ 
(ez weprnneT] og) XVL 40 NOLLVLOANOO 


ree (Ct Sy] mayen gj uey]) MUN! Aa u 


Rie ey See “By Os Gf summa] 21 emOLLIOER TOL 


a (oe; os oepirg) 
“eer Pasay meron perma tee Pernt) nv] fq pepe ¥ FeoHanpad] TO Bl 


CEL bd er 


| 
payers Wy 77) Eb omebeed wenmiog per yey 6 4 
——- mere Pay Cy Pre, Sag omert] B 5 


4 
Sr es magn Ses Em ae ee ne ee a 
eee gy RN EPMREY EERE) “OPS ‘WROTE [7 YOOMMEARLOL) BO PoRenE[ CTTTTEL “YF { 


Clee oe) spepag “ps Mf 


= 


‘ ee 


————— a 6 ey eee ey hd 

eo ee ten ome thy Hens 
ee 
nr een 


fee 


sews! c 


oor aw aoa A 


Comm’r of Internal Revenue 509 


(Testimony of George 8S. Gaylord.) 

Mr. Coon: Margaret G. Ruppel’s return for 
1937. [351] 

The Judge: Exhibit N. 

(The said 1937 return of Margaret G. Rup- 
pel, so offered and received in evidence was 
marked Respondent’s Exhibit N, and made a 
part of this record. ) 


| 1937 INDIVIDUAL INCOME TAX RETURN 1937 


FOR NET [INCOMES FROM SALARIES, WACES, INTEREST, AND 
DIVIDENDS OF MORE THAN $5,000, AND INCOMES FROM 
OTHER SOURCES RECARDLESS OF AMOUNTS 


For Calendar Year 1937 or Fiscal Year 
beginning , 1937, and ended , 1938 
Fide tee oveere wot lot thee the (hth dey of the od ceed leroy be tee of Oe ete nw 4 


PRINT NAME AND ADOOLAS PLAINLY (Bee lactrustion I) 
Marnaar FT UG Ny PPE I 

ee ae 

t., \ he. Af . 


— eed canbe, @ cw cae) 


V at «a Naar 


(Pew othe) C ome} , 


- (Actoie s Samp) 


PO eens 


beeen Se INCOME 
| Selarses and other compensation for personal services (from Schedule A) $ [ bof a 7 
"2. Davidends from domestsc and formgn corporstons md : Loy 
J. Interest on bank deposits, notes, mortgages. ete — . | 
4 Interest on corporation bonds : 2 4 | 
5. Teaable mterest on Government obligatsans, etc. (from Schedule B) | 
6. Income (or boss) fram partnerships, syndscates, pools, etc. Furnish name and eddrese) 
7 Income Irom bduciares (furnish name and address) gaye Jog hire aa | 
ne. Ae yl ne] ven Se vepAae ool Foe SeGMimk '@ 7 A 
8. Rents and royaleses (lram Schedule CE) ‘ J 
9. Income (or boss) from business or profession (frum Schedule D) | 
10 Gain (or lose) from sale of exchange of property (Irom Schedule F) 
11, Ovher mcome (tate nature, use separate schedule f necessary) = 
12 Total mcome wn terme | to I! (enter nontaxable income in Schedule #1) a legl¥ atl 
DEDUCTIONS 
13. Contributors (explain in Schedule C) $ | 
14, Interest (explain m Schedule C) 4 \ 
15 Temes (explaun # Schedule C) Cale. tar erg eae ——— duas VL) | 


— 


6. Cosees by bre. storm, etc. (explain im Schedule C) { "E [ax COURT OF Tutu & 


Orv 00C lot? 
17. Bad debts (expla in Schedule C). Om ITED ahi soe Rays | 


APR 2. 19 2 j#/ is 
PUTTTIOWERRS. 4 Ji 


TA Normal tan (4% of item 7). , 


18. Other deductions sutherized by low (explasn in Schedule C) | 
19. Total deductsone in terms |} to 18 
» Niet uncome (tern |) manus tern 1%) 


i 


21. Net mcome (tem 20 above) 5 lne)ijii~ 
YD. Less Personal exempt 


Grom Schedule 1) a+ 5 29. Surtas on item 4 (sce lnstruction 29) 


“+See 30, Total tax (tem 8 pho tem 2) / 
S140 To Sigal. Lem: Income tax paid st | 


222 
WITH Zi 
LIC COPY” must be | with thie original ( 8 
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Comm’r of Internal Revenue d11 


(Testimony of George S. Gaylord.) 

Respondent's Exhibit N—(Continued) 
Schedule A.—INCOME FROM SALARIES AND OTHER 
COMPENSATION FOR PERSONAL SERVICES. 

(See Instruction 1) 


1. Name and Address of Employer or Nature of Income 2. Amount 
mm timoend—l. FM. Rwppel .............00.000 ee $ 1,666.58 


Latisteel Corp., 3110 E. Foothill Blvd., Pasadena, Calif. 


Sehedule B.—INTEREST ON GOVERNMENT OBLIGA- 
TIONS, ETC. (See Instruetion 5) 
[Followed by printed form not filled in| 
Sehedule C—INCOME FROM RENTS AND ROYALTIES. 
(See Instruction 8) 
[Followed by printed form not filled in] 


Schedule D.— PROFIT (OR LOSS) FROM BUSINESS OR 
PROFESSION. (See Instruetion 9) 
[Followed by printed form not filled in | 


Schedule E.—EXPLANATION OF DEDUCTION FOR DE- 


PRECIATION CLAIMED IN SCHEDULES C. AND D 
[Ilollowed by printed form not filled in] 


Schedule F.—GAINS AND LOSSES FROM SALES OR EX- 
CHANGES OF PROPERTY. (See Instruction 10) 
[Followed by printed form not filled in] 


Schedule G—EXPLANATION OF DEDUCTIONS 
CLAIMED IN [TEMS 13, 14, 15, 16, 17 and 18 
[Followed by printed form not filled in| 
Schedule H.—NONTAXABLE INCOME OTHER THAN IN- 
TEREST REPORTED IN SCHEDULE B. (See In- 
struction 12) 
[Followed by printed form not filled in] 


Schedule L—EXPLANATION OF CREDITS CLAIMED IN 


—_—- — = 


Number of Months 
Status Durity Year jn Credit Cluatmed 
Keach Status 


Married and living with hus- 
ee — 12 mos. $2500 


_ —— —_ 


512 George S. Gaylord vs. 


(Testimony of George S. Gaylord.) 
Respondent’s Exhibit N—(Continued) 


Schedule J—COMPUTATION OF EARNED INCOME 
CREDIT. (See Instruction 26) 


[Followed by printed form not filled in] 


QUESTIONS 


1. State your principal occupation or profession: Housewife. 

Check whether you are a citizen [\/] or resident alien [_ ]. 

3. If you filed a return for the preceding year, to which Col- 
lector’s office was it sent? Los Angeles. 

4. Are items of income or deductions of both husband and wife 
included in this return? (See Instruction B): See Sch. A. 

5. State name of husband or wife if a separate return was 
made, and the Collector’s office to which it was sent? Fred- 
‘erick H. Ruppel, Los Angeles. 

6. Check whether this return was prepared on the eash [\/] or 
accrual [{ | basis. 

7. Did you at any time during your taxable year own directly 
or indirectly any stock of a domestic or foreign personal 
holding company? (Answer ‘‘yes’’ or ‘‘no’’): No. If an- 
swer is ‘‘yes’’, attach schedule required by Instruction M. 


to 


AFFIDAVIT. (See Instruction F) 


I/we swear (or affirm) that this return (including any ac- 
companying schedules and statements) has been examined by 
me/us, and to the best of my knowledge and belief is a true, cor- 
rect, and complete return, made in good faith, for the taxable 
year stated, pursuant to the Revenue Acts of 1936 and 1937 and 
the regulations issued thereunder. 


MARGARET G. RUPPEL 
(Signature) (See Instruction F) 
Subscribed and sworn to by Margaret G. Ruppel before me 
this 3rd day of March, 1938. 
ALICE F. JACKSON 


(Signature and title of officer administering oath) 


My Commission Expires Sept. 19, 1939. 
[Endorsed]: ’.C.U.S. Filed Apr. 2, 1943. 


Comm’r of Internal Revenue O13 


(Testimony of George S. Gaylord.) 

Mr. Coon: Margaret G. Ruppel’s return for 
1938. 

The Judge: Exhibit O. 

(The said 1938 return of Margaret G. Rup- 
pel, so offered and received in evidence was 
marked Respondent’s Exhibit O, and made a 
part of this record. ) 
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FORM 10460 ee eee 
— UNITED STATES 


1938 INDIVIDUAL INCOME TAX RETURN 1938 


FOR NET INCOMES OF MORE THAN $8,098 FROM SALARIES, WACES, 


Se r trey \2 W 
he i] ] } 19) a ee, i ae - y . 


he, ut bod 


ae ees ee eee 
the dem of (omic 


ra SAGES OD GOEEES PLAINLY tens Tammaaaen 


Waly ANTS Lathes SL — 2 
pre cxmmnchtattoateags and ou, 0 0 pit emma) , 
cea 9 Robles Avenue — = - A 
\ a 4 ae ee) 
, bh baene Los Angeles California 


and ether sompensstion for persone] services, Pram tea A) 
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3. Interest on benk depowts, notes, mortgages, etc , — t 
4 Interest on corporatian bands 

3. Tensble wnterest an Government obligatoons, etc. Onum tetaie ® 

6. Incarne (or lees) from partnerships, syndicates, pools, etc. (other then capital gains or lecses). 


CO cowed eee wet etre 


| 5 od 
Tene feeen Gidea ies, Octet ees st cts j e/ 
George S. and Gertrude H. Gaglord Trust, Pasadena 1,7°7 |18 ¢ 
A Rents ond reyshin. Gm seaeo = ao a | / 
Rimes Gar lone) thew hastens or predection. Orem Sabedain OP. 
Be het chart sure pain frnen ike or socktnige of copithl severs. Omen Sohail 7) mls! 
(b) Net long-term gam (or loos) from sale or exchange of capital assets. Prue tte Fo 8,152 |79. 1 & 
(c) Net gain (er locas) from sale or exchange of property other ——— aecets, um 
detente CO) —_ 
i" Other wncome (inchuding income from anevuatres). Cate seamen, exe cxpuonte etd J eemmery). 
12. Total mcome im starve | to |). (hiene ammesstity meume to feted Ms . 10,449 | 95 
DEDUCTIONS 
13. Contributions pasd. seta o tate 10 Community Che , 
V4. Interest. diem we tieah in _ or A oocara oat | 
VS. Tames. hapties © Schadete ——~ 45 
16. Losses from fire, storm, shepwreck, or other casualty, or theft. ala aaa = yoru | 
1]. Bad debts. Gaetece tae = ' 
WA Other deductions authorized by law. lapis = tibede 10. APR 2. 143 | 
9 Total deductions im items |} to IS | 
a (Net income (item 12 mime iter 19) 


Nermal tax (4% of item 7). 
BD. Swtas cn item Mh. Ge bow 


30. Total (em 28 plus item 


21. Net income (item 20 above) _ 
DQ Less Personal exemption. | 
Cwm tetntcte }-1) pesca SC ek 
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Comm’r of Internal Revenue ol 


(Testimony of George 8. Gaylord.) 
Respondent’s Exhibit O— (Continued) 


Sehedule A.—INCOME RECEIVED FROM OTHERS CON- 
SISTING OF SALARIES, WAGES, FEES, AND OTHER 
COMPENSATION FOR PERSONAL SERVICES. (See 
Instruction 1) 


1. Name and address of employer and nature of income 2. Amount 
oe 5 ail $2,500.02 


Schedule B. INTEREST ON GOVERNMENT OBLIGA- 
TIONS, ETC. (See Instruction 5) 


[Followed by printed form not filled in] 


Schedule C.—INCOME FROM RENTS AND ROYALTIES. 
(See Instruction 8) 
[Followed by printed form not filled in] 


Schedule D.—PROFIT (OR LOSS) FROM BUSINESS OR 
PROFESSION. (See Instruction 9) 
[Followed by printed form not filled in] 
Sehedule 6.—EXPLANATION OF DEDUCTION FOR. DE- 
PRECIATION CLAIMED IN SCHEDULES C, D, F, AND G 
[Followed by printed form not filled in] 


Schedule F.—GAINS AND LOSSES FROM SALES OR EX- 
CHANGES OF CAPITAL ASSETS. (See Instruction 10) 


Summary of Capital Net Gains or Losses 


3. Net gainorloss 4. Total net gain or 


to be taken into loss to be taken 
1. Classification account from part- into account in 
nerships nnd “‘com- cols. 2nnd 3 of 
mon trust funds” this summary 
Gain Gain 


2. Total net long-term capital 
gain or loss (enter as item 
10(b), page 1, amount of 
gain or loss shown in col. 4) $6,192 TS 46,152.75 
COMPUTATION OF ALTERNATIVE TAX 


(To be used only in the case of a net long-tem 
capital gain or loss) 


l. Net income (item 20, page 1).......... — $10,015.73 
2. (a) Net long-term capital gain (item 10 (b), 
OO anne 6,152.75 


O16 


George S. Gaylord vs. 


(Testimony of George 8. Gaylord.) 


14. 


15. 


16. 


Respondent’s Exhibit O—(Continued) 
Computation of Alternative Tax— (Continued) 
Ordinary net income (line 1 minus line 2 (a) or 
line 1 plus (ite 2 4b) >... ee ee $ 3,862.98 
Less: Personal exemption (From 
sch@diale J-1) 22..ccc..see......... 250000 
Credit for dependents. (From 
seln@dmle B-2)  .vcccccccsccccccsovececess 400.00 2,900.00 


Balance (surtax net income)...............00...2000:0--- $ 962°96 
Less: Interest on Government obliga- 
tions, ete. (See Instruction 25) $  .......... 


Earned income eredit. (From Sched- 
Me IR -S@r MRAZ) ge. cccccteees ss. 300.00 300.00 
Balance subject to normal tax ...........000.0.000ce $ 662.98 
Normal tax (4% of line 9).....02.....-elee nd @ 26.52 
. Surtax on line 6 (See Instruction 29) 20 eee 
Partial tak (line 10 pltsfine 11 )....................2e! $ 26.52 
(a) 30% of net long-term capital gain 
(30% of Ime ZiG@)) ..22. 2S 1,845.83 
Alternative tax (line 12, plus line 13(a) or line 


2 Tamme Wve W3WD)) ..cccceceecee occ ce $ 1,872.35 
Total normal tax and surtax (item 30, page 1)....6 408.42 


Tax hability (af a net long-term capital gain, on 
line 2(a), enter line 14 or line 15, whichever is the 
lesser ; if a net long-term capital loss, on line 2(b) 
enter line 14 or line 15, whichever is the greater). 
(Bitter @e item 31, wate 1) cece $ 408.42 


Schedule G.—GAINS AND LOSSES FROM SALES OR EX- 


CHANGES OF PROPERTY OTHER THAN CAPITAL 
ASSETS. (See Instruction 10) 


[Followed by printed form not filled in] 
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bene '* veers ond 
S hedule K —COMPUTATION OF EARNED INCUNTE CREDIT (See Tretruc ton N 
it iia ~~ a, hte mart B 0 yews mot a eee me wee amity thte pact 
Net income (itera 20, page |) $ E.arned net snceme (not meer than $/4 0) § ‘ 
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above) Lareed arene crrdt ('O , of corn at mice 
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= sansller bes de mot enter bee than $US " 
~~ ieetceaante - : 
|. State your principal occupstion or profession +" f ite cfc to whuch & wes sen: Pm iv we 
2. Check whether you are a citizen XK or a reeadent eh. aCe Mate t Tw e1e—. .--- 2-88 
3. U you fled « return log the procedang year, to Cc a, 6 Checa as Sy ae waa prepared cn tne cod F or 
cheer wes teem? FOS AULT APS mere) Nene 
7. Ded ei ony tame during you tatabk veer own directly of 
4 Are tems af income or deductions of both husband and weve m- nivate any stock cle foregn corpreation or a permcna! held- 
chuded m thes return? (See Instructson A) Bt img company as defined by eecton 41!) (Anewer “yee on 
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AFFIDAVIT. (See Inetruction F) 

[we vwwar (or afferm) thet thes return (inchadsng eny accompany ing schedules and statements) hes been examuned ds meus and te the 
best of mrylour knowledge and brind we true. correct. and complete return made wn good beth. for the taseble y vated paw cumm to the 
Revenwe Act of 1938 and the reguletsons seurd under euthorty ther cof A ra, 

¥ hi Rata’ TAC Bf 
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AFFIDAVIT. (See lnstrwetion F) 
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Comm’r of Internal Revenue o19 


(Testimony of George 8. Gaylord.) 

Mr. Coon: Margaret G. Ruppel’s return for 
1939. 

The Judge: Exhibit P. 

(The said 1939 return of Margaret G. Rup- 
pel, so offered and received in evidence was 
marked Respondent’s Exhibit P, and made a 
part of this record.) 


Fromm 1040 UNITED STATES 


SS INDIVIDUAL INCOME TAX RETURN 1939 


POR MET INCOMES OF MORE THAN Si.s00 FROM SALARIES, WACES, 
ee) DEVIDENDS, INTEREST, ANNUITIES, AND FOR INCOMES FROM 
OTHER SOURCES RECARDLESS OF AMOUNTS 


For Calendar Year 1939. 
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Comm’r of Internal Revenue O21 


(Testimony of George S. Gaylord.) 
Respondent's Exhibit P—(Continued ) 
Sehedule A.—INCOME RECEIVED FROM OTHERS CON.- 
SISTING OF SALARIES, WAGES, FEES, AND OTHER 
COMPENSATION FOR PERSONAL SERVICES. (See 
Instruction 1) 


1. Name and address of 
employer and nature of 4. Amount 
income 2. Amount 


ly of husband's salary 


Latisteel Corp. ........$2,500.00 
Total of column 2 minus total of column 4 (enter as 
CE a ee $2,500.00 


Sehedule B.—INTEREST ON GOVERNMENT OBLIGA- 
TIONS, ETC. (See Instruction G) 


{Followed by printed form not filled in] 


Sehedule C.—INCOME FROM RENTS AND ROYALTIES. 
(See Instruction S) 


{Followed by printed form not filled im] 


Sehedule D.—PROFIT (OR LOSS) FROM BUSINESS OR 
PROFESSION. (See Instruction 9) 


[Followed by printed form not filled in] 


Schedule E.—EXPLANATION OF DEDUCTION FOR DE- 
PRECIATION CLAIMED IN SCHEDULES C, D, F and G 


[Followed by printed form not filled in] 


Schedule F.—GAINS AND LOSSES FROM SALES OR EX- 
CHANGES OF CAPITAL ASSETS. (See Instruction 10) 
[Followed by printed form not filled in| 


Schedule G—GAINS AND LOSSES FROM SALES OR EX- 
CHANGES OF PROPERTY OTHER THAN CAPITAL 
ASSETS. (See Instruction 10) 


[Followed by printed form not filled in| 


0 Coptecmeice “Camutamad) 


oc 3 


AS \duntor lL e Club. Personal property 515 0 
| Community chest _ Eatate_ | om BOQ TLE 
tate income. __ 115 fos 


$ $ | 
Rhein and Wien ith huskond or wile daz. 2,500 00) Daughter... Darker Le | w20 100 
Heed of family (explain below) = ||| nl ] | 
Fa naan te nee re cose Reason for support = — 
. , P - t____f ever 18 years old 
Schedule K—COMPUTATION OF EARNED INC INCOME CREDIT. (See Inctruction BS) 
(1) Mf poms mot morons bo 60.900 we teen, wow only thie part h nn Gh yeuur wot tmnt agery tee WED. weaclly Gils got 
— i Mi": ai Tie a. ____ eae 
Net income (item 20, page |). /3- “ 1 Eereuad net ineteme (net amare then 614000) ls @.590 100 
ee OD OG Soe eee | Net income (item 20, 1) 13,,dua 12, 
es — = ra Eareed mcome credit (! c Of careed ort woome | 
et 10%, of net income, above, whechever amount | 
+», & a | ws smaller, but do not ester less then $300) — OFLIDC 
in ally 
|. State your principal occupation or profesmon ALVES ULE LS ee cape 9 pein pe Orie 
2. Check whether you err a citizen ff! or ¢ resident alien (_). 5 aoe eee ee Lot. wcgetles 
a ae hoe rte whuch Calletey/ | ° ee 
was it sent) BOP ALE ESLE? 7. Did t t d re taxable Lrect! 
4. Are items ef income of deductions of both husband and wife in- and at ont de {oscar conporstion er « perstal held. 
chaded un thes return? p Me! Es < a > a 301? (Anawer “yes” or 
5. Seate («) Name of husband - wife of ecparate return was ponds “neo”) (Hf amewer 19 “yes.” ettach statement 
~ eo ee Abate el _ required ~ Instruction J) — : — 


AFFIDAVIT. — (See Inetruction E) 
Lwe eweas (or affirm) that thas return (inchuding any a EPO 


d a enn eee, e return, made wn good 
ie or as emended, and the requletions issued under authority therest. 
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(0 the rete wee peepersd fw peu by come other prroom, the below afetnva rust be casruted) 
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pervan a persons for wher thes return her been prepared of which | we have any knowledge. 
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Comm’r of Internal Revenue O23 


(Testimony of George S. Gaylord.) 

Mr. Coon: Now, your Honor please, the corre- 
sponding returns for Gertrude Gaylord Bruce. Her 
return, Gertrude Gaylord, for 1936. 

The Judge: Exhibit Q. 

(The said 1936 return of Gertrude Gaylord, 
so offered and received in evidence was marked 
Respondent’s Exhibit Q, and made a part of 
this record. ) 
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026 George S. Gaylord vs. 


(Testimony of George 8. Gaylord.) 
Mr. Coon: Gertrude Gaylord Bruce for 1937. 
The Judge: éxhibit R. 

(The said 1937 return of Gertrude Gaylord 
Bruce, so offered and received in evidence was 
marked Respondent’s Exhibit R, and made a 
part of this record.) 
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530 George S. Gaylord vs. 
(Testimony of George S. Gaylord.) 
Respondent’s Exhibit R—(Continued) 


Schedule F.—GAINS AND LOSSES FROM SALES OR EX- 
CHANGES OF PROPERTY. (See Instruetion 10) 


[I’ollowed by printed form not filled in] 
Sehedule G.—ENPLANATION OF DEDUCTIONS CLAIMED 
IN ITEMS 13, 34, 15, 26 17, AND 1s 


Cali State Income Tam... 399.19 Community Chest 5.00 
Tkeal Histate: Tax .........2..... Ae 


34.41 


Schedule H.—NONTAXABLE INCOME OTHER THAN IN- 
TEREST REPORTED IN SCHEDULE B. 
(See Instruetion 12) 


[Followed by printed form not filled in] 


Sehedule 1—EXPLANATION OF CREDITS CLAIMED IN 
ITEMS 22 AND 23. (See Instructions 22 and 23) 


(a) Personal Exemption 


Number of Mos. 
Status During Year in Credit 
Eeach Status Claimed 


Single or married and not living 


with husband or wift.............. 2 DIGS & 416.66 
Married and living with hus- 

Wand of Mie -.......-..0...... 7 Mos. 1,458.31 
Head of family (explain below) $1874.97 


Schedule J—COMPUTATION OF EARNED INCOME 
CREDIT. (See Instruction 26) 


[Followed by printed form not filled in] 


QUESTIONS 


1. State your principal oceupation or profession: Housewife. 

2. Cheek whether vou are a citizen |] or resident alien [- ]. 

3. If you filed a return form the preeeding vear, to which Col- 
leetor’s office was it sent: Los Angeles. 

4. Are items of income or deductions of both husband and wite 
included in this return? (See Instruction B): No. 


Comm’r of Internal Revenue O31 


(Testimony of George S. Gaylord.) 
Respondent's Exhibit R—( Continued ) 
Questions— (Continued ) 
5. State name of husband or wife if a separate return was 
made, and the Collector's offlte to whieh it was sent: Eugene 
L. Bruce, Los Angeles. 
6. Check whether this return was prepared on the eash [\/] 
or accrual [ ] basis. 
Did vou at any time during your taxable vear own directly 
or indirectly any stock of a domestie or foreign personal 
holding company!’ (Answer ‘‘ves"’ or ‘‘no’’): No. Tf an- 
swer is ‘‘yes"’, attach schedule required by Instruction M. 


AFFIDAVIT. (See Instruction I) 
(If this return was prepared for you by some other person, the 
following affdavit must be executed) 

I/we swear (or affirm) that 1/we prepared this return for 
the person or persons named herein and that the return (inelud- 
ing any accompanying schedules and statements) is a true, cor- 
rect, and complete statement of all the information respeeting 
the income-tax liability of the person or persons for whom this 
return has been prepared of which I/we have any knowledge. 

GERTRUDE G. BRUCE 


(Signature of person preparing the return) 


~ 


Subseribed and sworn to before me this 3rd day of March, 
1938. 
(Seal) ALICE F. .ACKSON 


(Signature and title of officer administering oath) 


My Commission Expires Sept. 19, 1939. 


[Endorsed]: T.C.U.S. Filed Apr. 2, 1943. 


Mr. Coon: Gertrude Gaylord Bruce for 1938. 
The Judge: Exhibit S. [352] 

(The said 1938 return of Gertrude Gaylord 
Bruce, so offered and received in evidence was 
marked Respondent’s Exhibit S, and made a 
part of this record. ) 
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Comm’r of Internal Revenue O37 


(Testimony of George 8. Gaylord.) 
Mr. Coon: Gertrude Gaylord Bruce for 19389. 
The Judge: Exbit T. 

(The said 1939 return of Gertrude Gaylord 
Bruce, so offered and received in evidence, was 
marked Respondent’s Exhibit T, and made a 
part of this record.) 


are Hs : 
By A & heet.r | 7 eden Cee db egies eege ema see et 
ath v 


PRET MAME AND ADOGRSS PLAIGLY. (Sen inctrection C) 


a 4° 


44) 


- — 7 . ~— eS = . > -_ 
tah ag tsar — — 


ambe, @ cod comm) 


TAOrge Sas ertrive ts “Worearicet Trat, paautens.. =e ©) 
a, ee . 


9, Incase (er loss) trem busines or profession. Grn Sieben fe 
00. (2) Net short-term gain from cnle or exchange of capital asccts. Ome tet 0 8 o. 
lees) from sale or cachange of capital assets. Goa tibet). |). 
B Riese ee en de oceel eae t— 
V1, Other ly ao ling incums from samitin) memes. 
12. Sei tensteee wT, Geeetene wie 0 2,200 


D. ~~ Gow inepesnes FP) = 
30. Total (tem 38 pho item 


3M. Total tan (tem 30, or d pes 
a” 


° > Sam as 


8. 

§ = os 
we yes 
ew @ ow 1 pe ! 

"s 
$_asalra, ater ate, (13 = 
: haath 
ir 
OTHER SUBINESS DEDUCTIONS 
—— = —- ee = ote 
ee eee 
(2 Team op busteme cod bens peepety. | 
a ny i eC eww EE 
Se eer. whe dl -sewe 
whe | 
ee e on (eum bes 
ON ee 7 
12. Teas! @am 00)... 
| 0 Tea dei Gi 9 ph aw a = 
fume | FR Mea pou (or bens) fins | crime Lene ee ee 
TION GC 1M SCHFDULES C D, 7. AND C 
) Leese (6 (cous 6 ieee. 
Oipiet, |i SS Ss 
= Hh fe 


: {oa 3.25 a0} 2 z05 was 


= —_—— 


Bbvediies 3 F and G not filled in. 


Pao dew } 4 ees 
1S. |Real_sstete tax_on . 
“ : property 


So A Eee a 


ao. 7 
J OD CREDIT. ¢ Lem J 


(poms mot inasane to exere chen ¢ ; OO tle, RL: pa 


"| Eommed ast income (net mere then $14,000) _ if 


incoqe, fe 
, but de net enter beso thee $908) |... pA) [1 


QUESTIONS 
‘1, Seats your principal competion or probesien Ir veatrents Pe ee es -_ 
2. Check whether you ove 0 citiom §f) or 0 resident oben (1). ‘ a to which kk wes cunt the ooh . 

: ra Cheech whether retwn wes prepared on ~ 
, gee ee oan . to which ° accra! (-) bests 


e ” a ; 
—> / gS - Br... Lr _ (1B Ge be 0 puted rete (unt cand by cguat), B cmt be gee 
- hom = Say Sremunpitel ty geen of — ‘nm loin © . - 
— F ayte betns 1 pave Ge retwe, 8 amt be coum & by bo qeme) 


AFVIDAVIT. (hee instruction [) 
OF hid renere wen pengured hav yes by cums other paren, thee belhewung stdin cant be onosanedl) 


owees (er afrm) that low he wn ned thet the en) 
—— prepared this return lev tke parse ar perso: semen! a nt ( — ‘;* 


yma 7 a ae br — 
; , f Gagense 6 gum erga Go saat 
hs eB Sindee @ JAMES W. BONTEMS & 00. 


218 W. 
0 Co ee ee om 
* oad & Gs GD @ te foe Eee Omen es LA Of ee’ 


— 


y 


ee 


Comm’'r of Internal Revenue O41 


(‘Testimony of George 8. Gaylord.) 

Mr. Coon: | offer all of the same in evidence, 
as identified, your Honor. 

The Judge: Yes. ‘They have been received. 

Mr. Coon: Lf your Honer please, | move for 
permission to cause photosiat copies of those returns 
to be made and substituted in the usual way. 


The Judge: ‘That may be done. 


By Mr. Coon: 

The Witness: The age of my older daughter 
in 1935 was 31 vears old. The age of my other 
daughter in 1935 19. The younger daughter was 
not married. 

Q. Now, in 1935, at the time the trust mestru- 
ment in question was executed, what was your busi- 
ness in a general way?) Of course, we all under- 
Stand it was in connection likely with this paper 
mills company. 

A. IT was completely divoreed in 1955 

©. from that? 

A. ——from any active participation ino any 
business. 

QM. You were in a way, you might say, retired 
then? 

A. Yes. [353] 

! never practiced law. | had never been a trust 
oficer or banker. | knew the difference between 
giving my monev away and giving it away with 
a string on it. I told my attorney J wanted an 
irrevocable trust. T went to the university. 

Q. Well, did vou tell him you wanted an irrey- 
ocable trust or did you tell him you wanted to 
give your money away with a string to it, or what 


did you tell him? 


042 George S. Gaylord vs. 


(Testimony of George 8S. Gaylord.) 

A. I told him we wanted an irrevocable trust, 
that we wanted to give this away forever. 

We did not go over with our attorney before 
the trust was typed up the provisions in it relative 
to the authority given me and Mrs. Gaylord as 
trustees over the corpus of the trust, the powers 
reserved to the trustees or given to dhe trussee: 
I left that to him. There was no talk between me 
and him about the reserve power to purchase and 
sell stock. 

Witness excused. 


GERTRUDE HULING GAYLORD 


ealled as a witness by and on behalf of the peti- 
ticners, having been first duly sworn, was examined 
and testified as follows: 


Direct Examination 
By Mr. Dockweiler: 

Witness: I am one of the petitioners in these 
proceedings. I am the wife of George 8. Gaylord 
and have been his wife during all the times that 
have been mentioned. 

Q. What was your understanding, if any, with 
Mr. Gaylord in connection with the creation of 
the trust provided for in the [854] Declaration of 
Trust dated November 7, 1935, and wlich has been 
introduced im evidence as Petitioners’ tixhibit 
No. 1? 


Comm’r of Internal Revenue od} 


(Testimony of Gertrude PHuling Gaylord. ) 

A. Mr. Gaylord and 1 had made up our minds 
to give our Clildren some money, both of them, so 
we had talked it over and we had decided that if I 
gave 2,000 shares of the Marathon Paper Mills, he 
would give 5,000, and that was the way it was 
decided, and you were asked to draw up the trust. 

Q. Was there any discussion as to bow long 
this trust was to last. or whether you would have 
anv right to change it? 

A. Well, I thought it was to last forever. hat 
was the understanding. There was no mention ever 
of having any power to do anything with it. 1 
never knew that vou could, even. 

@. And it was on that understanding of your 
mutual contributions ? 

A. That the children were to have it forever. 

Q@. By “the children,’ vou mean your daugh- 
ters? 

A. My daughters. 

The handling of the trust affairs, the business 
of the trust, after the trust was instituted, was 
taken care of by Mr. Gaylord, as trustee, who 
eonducted the business of the trust. I left every- 
thing to him. I had perfect confidence in his ability 
In every way. T signed whatever docnments were 
necessary from time to time. IT owned as my 
separate property the 2,000 shares [ contributed 
to the trust. 

That is my signature, “‘Gertrnde H. Gaylord,”’ 
on the photographic copy of my gift tax return 
for the year 1935, wmch has been introduced in 
evidence as Petitioners’ Exhibit No. 3, [355] now 


544 George S. Gaylord vs. 


(Testimony of Gertrude Huling Gaylord.) 

shown to me. I swore to it before Alice I. Jackson 
on the 3rd day of February, 1936. That return 
was prepared by Mr. Gaylord. I read the return 
before signing it. 

@. And was this answer correct, in answer to 
the question: ‘‘Have you (the donor), during the 
calendar year indicated above, without an adequate 
and full consideration in money or money's worth, 
made any transfer exceeding $5,000 in value (or 
regardless of value if a future interest) as fol- 
lows?’’ And to the question: ‘' By the creation of 
an irrevocable trust for the benefit of another?” 
And the answer in there is *‘ Yes’’? 

A. Yes. 

The answer ‘‘No”’ to the second question, ** by 
making additions to an irrevocable trust previously 
created for the benefit of another?’’, in said re- 
turn is correct. There was no other trust in exist- 
ence at the time I signed this return than the 
trust of November 7, 1935. 

Mr. Dockweiler: That is all. 

Mr. Coon: No questions. 

The Judge: Mr. Coon, do you have any ques- 
tions? 

Mr. Coon: No questions. 

The Judge: You are excused. 

Mr. Doekweiler: Now, if there is no objection, 
T want to exeuse Mrs. Gavlord—inless you want 
Mrs. Gaylord haek, T want to excuse her for the 
balanee of the preeeedings. so she will not have to 


return. 
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Mr. Coon: That is agreeable to me. 
The Judge: You may be excused. 

The Witness: All right. 
Witness excused. [356] 


[t was stipulated between counsel for the peti- 
tioners and counsel for the respondent that the at- 
torney who prepared the Declaration of ‘Trust 
dated November 7, 1935 ( Petitioners’ Exhibit No. 
1 theretofore received in evidence and Exhibit uA 
fo the petitions of the petitioners herein) did not 
at the time of drafting said declaration know of 
the 1931 amendinent to Section 2280 of the Code 
of Civil Procedure. 

The petitioners thereupon rested. 


EVIDENCE ON BEHALF OF 
RESPON DIENT 


(The hearing having been adjourned at 5:15 
o'clock P. M. on Apri] 2, 1943, to April 3, 1945, 
at 10:00 o'clock .\. M., was resumed on said last 
mentioned day at 10:02 o'clock A. M.) 


JOSEPH A. FIELD, 


ealled as a witness by and on behalf of the respond- 
ent, having been first duly sworn, was examined 
and testified as follows: 
Direct lexamimation 
Mr. Coon: Your Honor please, [I think tor 
the information of vourself and also counsel, it 
will be well for me to make a brief statement 
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before I ask this witness any questions. The pur- 
pose in putting him on the stand is to have him 
identify a schedule called Exhibit A, which is a 
part of his report of his examination of the stock 
transactions in this case, and my interrogation of 
him will be merely to show by him the method 
which he used, which is the Government's method 
in ascertaining the base that we rely on of $2.83 
and a fraction a share. I am doing this because 
I] believe that your Honor should have in the [357] 
file the basic method—I mean our method of arriv- 
ing at that computation, and I don’t propose to 
put in the report as evidence, and I don’t, in doing 
this, claim that any unverified date or figure in 
this schedule is evidence. 

Mr. Dockweiler: There is certainly no objection 
on our part to have the Court fully informed as to 
the method or manner whereby the Government’s 
figures were arrived at. Some of those figures 
we may at a later time be able to stipulate to as 
correct figures. Others I believe are vitally in 
dispute. But I believe the Court should have 
the various methods. We have given our method 
and the Government’s method should be before 
the Court as well. 

The Judge: That would be helpful. I desire, 
gentlemen, for the record to be in this shape: that 
any figures that are in dispute be definite, so that 
I shall not have any trouble in dealing with these 
two methods, and that those that are shown by the 
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evidence or relied upon by the parties, as shown by 
the partics, all those that are agreed to as being 
correct Hgures be definite enough so that we can 
work with them. The possibility of having some 
figures lurking in doenments such as were = pre- 
sented by the petitioner here vesterday, and as 
might be in there is about the only worry IT have 
from it. But vou gentlemen apparently have @iven 
that matter some thought. so I will have to rely 
on you to see that the record ts ¢lear on it. so 
that when I come to determine the facts or con- 
sider the tacts from the evidence that I shall not 
be left dangling in the air on some of them. [358] 

Or Cour: Yes yout Bonor, 1 might say ! 
will show this to counsel. 

Mr. Doekweiler: Are you going to put them 
both together as Exhibit A? 

Mr. (oon. Yes. 1 might say that [I am snre 
there is no dispute between us as to the dates in the 
schedule. There is no dispute between us as to 
some of the figures. The divergeneies will o¢cur 
Where the amalgamations and consolidations of 
companies occur, and we took a different figure and 
have a different base than the taxpayers. 

Mr. Dockweiler: That is true. 

The Judge: If they work out, or if those differ 
ences are the result of a different method of eonin- 
tation and approach, why, it would seem to me 
offhand that that should be cleared up when we cet 


your two theores down in your brief. 
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Mr. Coon: That would be a matter of areument 
in the briefs. 

The Judge: ‘That is the theory I was proceed- 
ing on, for yesterday, for instance, 1 couldn’t pos- 
sibly absorb all of that matter about which Mr. 
Gaylord was testifying, when he referred to those 
various exhibits to his petition, and I will have to 
follow them through more carefully when I come 
to determine the facts, and so I necessarily have 
to depend on you gentlemen to make the record 
complete, and I am assuming you will. 

Mr. Coon: Yes, sir. 


By Mr. Coon: 

The Witness: I am the agent who investigated 
and [3859] examined into Mr. Gaylord’s stock trans- 
actions with reference to the Marathon Paper Mills 
Company and the other corporations preceding it, 
which were described by him in his testimony ves- 
terday. JI was here yesterday when Mr. Gaylord 
testified. Just before taking the stand, I re-ex- 
amined the report that I had made and filed with 
the Bureau of Internal Revenue covering my ex- 
amination of these stock transactions. I have be- 
fore me what is referred to in that report as Ex- 
hibit A, which has been detached from it for the 
purpose of this testimony at this time. This Ex- 
hibit A consists of two pages. The first page starts 
with the transactions of the Menasha Carton Com- 
pany from its inception in April of 1912. and eul- 
minating in August of 1917 at the time the Mena- 
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sha Printing and Carton Company was organized 
to take over the Menasha Carton Company and 
the Menasha Printing Company. The first portion 
of the schedule under the heading ‘*Menasha Car- 
ton Company” shows the stock purchases of Mr. 
Gaylord during the five year period preceding the 
consolidation, at which time he had purchased 537 
shares at a cost of $54,436.50. Some of these fie- 
ures were obtained from an information report pre- 
pared by the Milwaukee Division at the request of 
the Securities Section in Washington, upon a_re- 
quest from the Los Angeles office. At the time 
the consolidation took place, Ma. Gaylord received 
both preferred and common stock of the Menasha 
Printing and Carton Company for his Menasha 
Carton Company stock. The cost of the stock, as 
he had paid $34,436.50, was allocated to the pre- 
ferred and the common on the relative par value 
of the two stocks, so that for the 190 shares of pre- 
ferred there was allocated $10,468.70, [260] and 
to the 455 shares of common there was allocated 
$25,967.80. T’ollowing this one exchange there were 
numerous purchases and sales up to and including 
1927, at which time the stock was transferred or 
exchanged for Marathon Paper Mills Company 
stock. The second sheet of the exhibit deals with 
the stock of Marathon Paper Mills, as it had been 
received for that of the Menasha Products Com- 
pany. ‘The basis used here is on a formula fur- 
nished by the Internal Revenue Bureau in Wash- 


ington, giving the allocation between the stock and 
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the bonds. The allocation as here made and as used 
here, I believe was made back in the year 1928, 
and on that allocation between the bonds and the 
stock there is no difference of opinion. We used 
the same as the taxpayer. After the exchange, all 
of the bonds were sold by the year 1934, the biggest 
block of them being sold in 1928. The stock was 
sold from 1927 until the final sale in 1939. I be- 
heve that covers 1t. 

My tabulation reaches a final result of $2.83 and 
a fraction a share. 

Q. Now, the tabulation of the taxpayer is— 
$8.41 is it? 

Mr. Dockweiler: $8.21. 


By Mr. Coon: 

Q. $8.21 a share. Now, will you point out to 
his Honor just by what method you diverged from 
the method of the taxpayer to get this $2.83? 

A. Would it be possible for me to see one of the 
income tax returns to refresh my memory—of 
Mr. Gaylord’s? 1937 will be sufficient. The sched- 
ules in all four returns are the same. [361 ] 


Q. Do you intend to indicate or are vou indi- 
cating in any way by your statement in reference 
to the 1937 return that vou used data and figures 
of Mr. Gaylord’s in the 1937 return ? 

A. Only as to the number of shares of stock 
sold. 

My investigation had to deal with the revising 
of the basic cost, and I am just referring to this 
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to refresh my memory as to the basis used, and 
how it was arrived at. In the mcome tax returns 
for these four years there was included on the re- 
turn as the first item a March 1, 1913 value of 
$350,000. At this point Mr. Gaylord had only in- 
vested $9,950. Most of the stock in the total num- 
ber of shares of 337 was purchased subsequent to 
March 1, 1913. The valuation of $550,000 is a 
figure supposed to represent a valuation for Ins 
cost of $34.436.50. At the time of the consolidation 
Mr. Gaylord invested $152,161.11, which he added 
to the $350,000, giving a valuation of $502,000 as 
a total cost of the stock. 

Mr. Dockweiler: You mean $502,500? 

The Witness: Yes. Vhat is in round figures. 
In my report I made no reference to a fair market 
ralue of the stock upon advice from Washington 
that same did not have a valuation above cost. The 
$152,000 that was invested in 1917, of course, could 
not be in dispute. The only valuation was on the 
stock that he had purchased prior to the consoli- 
dation. The preferred stock that was received in 
the exchange was retired within a very few vears,. 
and Mr. Gaylord had reduced his total valuation of 
$502,500 by $20,000, or the amount he received for 
the preferred stock. The balance was allocated 
between the bonds and [862] the stock of the Mara- 
then Paper Mills when that exchange was made. 
In so doing a valuation, a final valuation of $8.21 


per share was arrived at through various steel 
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dividends and a four for one split in the vear of 
1929. 


By Mr. Coon: 

Q. Arrived at by Mr. Gaylord, vou mean? 

A. That is night. My computations came down 
to a valuation of $2.8367 per share for the stock 
that was held as of January 1, 1936. 

Q. Now, by way of summation, would vou Just 
point out, Mr. Field, what particular modus of 
yours produced that valuation of $2.83, distinguish- 
ing vour process from Mr. Gaylord’s? In other 
words, tell his Honor just how vou got the £2.83 
instead of $8.21. 

A. The major difference is in that Mr. Gay- 
lord used a valuation of $850,000 for stock that 
I used a valuation on of $34,436.50. 

Q. Well, do you know why Mr. Gaylord used 
that larger figure? 

A. That was used as an apparent fair market 
value, supposedly, as of the date of the consolida- 
tion. However, his return showed March 1, 1913, 
the beginning of the income tax law. That date I 
believe they would concede as being in error for a 
valuation at that time, inasmuch as most of his 
stock was acquired after that date. Then there is 
a second difference. In the testimony vesterday 
was produced a note in the sum of $152,161.11. 
From the information on the note it might be [363] 
supposed that that note was to pay for 1,525 shares 
of stock purchased from Mr. Clinedinst, and, as 
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such, was used in my report. The basic stoek of 
435 shares of the Menasha Printing and Carton 
Company, when it was exchanged for Marathon 
Paper Mills, had a final sum of 715 shares, due to 
various purchases, sales and a 100 per cent stock 
dividend. This 713 shares was all sold in the vear 
1927, so the basic cost of $2.8367 culminates 
from the purchase that I have recorded here or 
1.525 shares for £152,161.11. Through various stoek 
dividends and a four for one split. it finally cul- 
minated in 15,412 shares as of January 1, 1936. 
Mr. Coon: That is all on direct examination. 


Cross [examination 
By Mr. Dockweiler: 

QM. Mr. Field, in a discussion in court vesterday 
mention was made of the fact that this 1917 re- 
organization would have been a taxable reoreamiza- 
tion, although the taxpayer at the time did not so 
regard it. But we were speaking of that. If that 
were a taxable reorganization in 1917, then wouldn't 
the basis of the stock properly have been, that. is, 
the basis of what Mr. Gaylord contributed to that 
reorganization, the value then of the carton com- 
pany stock, the Menasha Carton Company stock, 
which was owned by Mr. Gaylord, that is, owned 
half by Mr. Gaylord, and his partner was also 
associated with him in that business ? 

A. Ye. 

Q. You remember that Mr. Clinedinst owned 
the Printing Company entirely? [364] 
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A. Yes. 
Q. And Mr. Gaylord and Mr. Clmedinst owned 
and operated the Carton Company ? A. Yes. 


Q. And Mr. Gaylord and Mr. Clinedinst con- 
tributed their holdings in the Carton Company 
with Mr. Clinedinst’s interest in the printing com- 
pany to the new Carton and Printing Company? 

A. That i¢ cePrect. 

The Judge: You appreciate that that is a ques- 
tion of law, don’t you? 

Mr. Dockweiler: I am trying to find out why 
it was ignored in the figures, your Honor. 


By Mr. Dockweuer: 

Q. Why was the actual value of the stock of 
Mr. Gaylord in the Carton Company ignored and 
merely the amounts of the moneys he had origi- 
nally paid for it used? 

Mr. Coon: I object to the witness answering that 
question. I think that is something the Court will 
have to pass on. 

The Judge: J don’t think it makes any differ- 
ence whether he answers it or not. He is put on 
here to testify what he did, and he says that he 
used cost. Mr. Gaylord used value, and that shows 
what each one did, and as to whether one is right 
and the other is wrong is a question of law. 

Mr. Dockweiler: I amdit that, vour Honor. 

The Judge: It seems so to me. I don’t want to 
eut you [365] off from any proper cross examina- 
tion of this witness, but so far as I can see it just 
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Wouldn't amount to anvthing, because, after all, 
I would have to determine that myself. 

Mr. Dockweiler: 1 think the poimt is sufficiently 
clear that this factor of value was ignored by the 
witness and only the cash contributions of Mr. 
Gaylord were considered. 

The Judge: This testimony here does bring to 
the fore the question [ had in mind yesterday. And 
I should like to be clear on one point about it. | 
was noting. and one of the things that puzzled me 
vesterday at the time I was asking questions was 
the statement there of $350,000 as the fair market 
value as of March 1, 1913, and I couldn't tie all 
those things together. I couldn't understand where 
we were headed. Now I have heard some testi- 
mony here suggesting that this witness was of the 
view that that £350,000 was the fair market value 
of the stock given up in the 1917 transaction. and 
was therefore regarded as the cost by this taxpaver 
of the Carton and Printing Company stock. So 
if there is that discrepanev in the computation of 
the petitioner, and that figure of $350,000 dosen't 
represent fair market value as of March 1, 1915. 
as your Exhibit F indicates, to which Mr. Gaylord 
testified, it seems to me that you have got to get it 
m the record and clear it up, perhaps by the parties 
agreeing. 

By Mr. Dockweiler: 
Q. Now. in vour figures, that is, referring to thy 


first sheet of this exhibit you have before you- 
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A. Yes, sir. [366] 

Q). I notice that after the Menasha Carton 
Company block, coming down to the Menasha Print- 


ing and Carton Company block 
me ies, 


Q. 


there is a minus 337, and then a minus $34,436.50. 


the first figures are 8-15-17, and then 


Then following the shares of preferred, 190 ac- 
quired, the amount of $10,468.70, and the common, 
435 shares, $23,967.80. ‘Then over in the column 
headed ‘‘Menasha Printing and Carton Company 
purchased stock,’’ the common shares, 1,525, and 
in the line just below that and after the date 8- 
30-17; that shows purchased 1,525 shares and the 
amount of $152,161.11. I] take it, then, im am 
riving at those figures you did not consider the 
contention that taxpayer has always made _ that 
those 1,525 shares plus the amount or the value 
which you show of $152,161.11, or, rather, the 
figure of $152,161.11 were all a part of the same 
reorganization transaction ? 

A. I considered them as two separate trans- 
actions. 

@. That is the point I want to bring out. The 
Government in arriving at those figures did con- 
sider the item that you have labeled ‘‘Exchange’’, 
the item dated 8-15-17, and the item that you have 
labeled, ‘‘Purchased,’’ 8-30-17, as two separate 
transactions and not as a part of the one trans- 
action of the reorganization of the Menasha Carton 
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Company and the Menasha Printing Company into 
the Menasha Printing and Carton Company ¢ 

A. That is neght. [367] 

%. ds that correct? 

Mr. Coon: That is correct, vour Honor. 

Mr. Dockweiler: IL want to bring that out, your 
Honor, because of the difference in the testimony 
between Mr. Gaylord and what the Government’s 
contention is in this computation shown on the 
first page of the exlnbit which vou have before you, 
and I think we ought to have that identified as 
Respondent’s Exhibit U. 

Mr. Coon: The one the witness has now? 

Mr. Dockweiler: Yes. 

Mr. Coon: Yes, I intended to ascertain the right 
number, and if it is ‘‘U', I will offer it. 

The Judge: ‘‘U" is the next exInbit. Do you 
want to offer it? 


Mr. Coon: J will offer it now, vour Honor, as 
Respondent's Exhibit U. 

The Judge: Any objection? 

Mr. Docekweiler: As showing the method = of 


computation only ? 
The Judge: That is the understanding. 
Mr. Coon: Yes. 
Mr. Dockweiler: No objection. 
The Judge: It will be marked in evidence as 
Respondent's Exhibit U. 
(The said computation so offered and re- 
ceived in evidence was marked Respondent's 
Exhibit U, and made a part of this record.) 


[368] 


Comm’r of Internal Revenue 56 1 


(Testimony of Joseph A. Field.) 
By Mr. Dockweiler: 

Q. The exlnubit | have heretofore referred to 
while you have been on the stand, Mr. Field, has 
been this Exhibit U? A. Right. 

Q@. Now, in this Exmbit U, the figures indi- 
cate, do they not, that you considered that the 1,- 
025 shares shown in the last column on the right 
hand side of the page under the heading ‘‘Mana- 
sha Printing and Carton Company” were pur- 
chased with the note for $152,161.11—— 

A. Yes. 

(. that you also testified to? A. Yes. 

Q. And, again, that it was not a transaction that 
Was a part and parcel of and intimately involved 
with the whole arrangement for the reorganiza- 


tion of those two companies, the Printing Company 
and the Carton Company ? 

A. That is night. It was considered as separate 
transactions. 

Mr. Dockweiler: That is all. 

Mr. Coon: That is all, your Honor. 

The Judge: You are excused. 

(Witness Excused.) 


Mr. Coon: Respondent rests. 

Mr. Dockweiler: Your Honor, I propose as a 
stipulation that the date shown on Exhibit F, 
March 1, 1913, as the date of the evaluation of 
Mr. Gaylord’s interest in the Menasha Carton 
Company be July 1, 1917. That date is manifestly 
in error, and [369] the values that were testified 
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to yesterday are the values as of July 1, 1917 
and not Marth 1, 1913. 

The Judge: That is Exhibit F to the petition? 

Mr. Dockweiler: Yes. I don’t know how we 
overlooked that in all of the months, in fact, all of 
the years, I should say, since this controversy 
arose. 

The Judge: I couldn’t understand it vesterday. 
That is the reason I was inquiring. 

Mr. Dockweiler: Mr. Gaylord, that value of 
$350,000 was the value of your interest in the Car- 
ton Company, the Menasha Carton Company. as 
of July 1, 1917? 

Mr. Gaylord: Yes, it was, as figured by us. 

Mr. Dockweiler: Is that satisfactory to the 
Government, as coming up in that manner? 

Mr. Coon: Yes, your Honor. 

Mr. Dockweiler: Because it is obviously an 
error. 

Mr. Coon: The respondent agrees that the pe- 
titioner has erroneously used the date Maren 1, 
1913 instead of July 1, 1917. 

The Judge: Do you admit that it was the value 
on March 1, 1913—not March 1, 1913, but July 1, 
1917? 

Mr. Coon: No, we don’t your Honor. That is 
where we diverge. We just agree that there has 
been that mistake as to the date. 

The Judge: [ just wanted to make sure about 
how far this goes. 

Mr. Dockweiler: Mr. Gaylord. will vou take 
the stand again, please? [ will ask the question 
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as to value of his interest as an owner at this 
time. [370] 


GEORGE S. GAYLORD. 


recalled as a witness by and on behalf of the pe- 
titioners, having been previously duly sworn, was 
examined and testified as follows: 


Direct Examination 
By Mr. Dockweiler: 

The Witness: This reorganization of the Mena- 
sha Carton Company and the Menasha Printing 
Company, to which I testified vesterday, into the 
Menasha Printing and Carton Company was made 
as of July 1, 1917. There was a period of some 
days and weeks before the thing was completed and 
it was made as of July 1, 1917. 

Q. What was the value. the fair market value 
at that time of vour mterest. vour stock interest, 
in the Menasha Carton Company, which you con- 
tributed to the reorganization ? 

Mr. Coon: Just a mnute before you answer. | 
object to the witness answering, vour Honor. on 
account of the fact Ins testimony as to the value 
as of that date is incompetent and immaterial. 

The Judge: The objection will be overruled. 
You may answer. 

The Witness: We figured it at $350,000 as of 
July 1, 1917. 
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(Testimony of George S. Gaylord.) 
By Mr. Dockweiler: 

Q. That, in your opinion, was the fair market 
value at that time? 

A. Yes, as figured in Exhibit F of our petition. 

[371] 

Q. Well, I mean, as of July 1, 1917, that, m 
your opinion, was the fair market value of your 
stock interest—— A. It was. 

Q. in the Carton Company ? 

A. It was. 

Mr. Dockweiler: That is all. 

The Judge: Just a minute. Any questions? 


Cross Examination 
By Mr. Coon: 

Q. Mr. Gaylord, do you recall whether or not 
several years ago in Milwaukee the question came 
up in the office of the Revenue Agent there as to 
the value of the 337 shares of capital stock of the 
Menasha Carton Company that we have been dis- 
cussing ? 

A. No, I never had a conversation in Milwaukee 
with any Federal Income Tax agent. 

@. L have here what purports to be a copy of 
a statement made by you on the 30th day of An- 
eust, 1917, at Manasha, Wisconsin, and for the 
purpose of refreshing your memory, I will read it. 

Mr. Doekweiler: That date is the 30th day of 
August, 1917? 

Mr. Coon: The 30th day of August. 1917. 
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(‘Testimony of Georve S, Giavlord. ) 
By Mr. Coon: 

Q. This reads, 1, George S. Gavlord, of Ne 
nah, Wisconsin,’ —is that the way you pronounce 
it ? A. Neenah. 

Q. (Continuing): "owner of 337 shares of 
the capital [372] stock of the Menasha Carton Com- 
pany do hereby clect that my share of the purchase 
price or sale of the properties, accounts, control 
and business of said Menasha Carton Company to 
the Menasha Printing and Carton Company be paid 
to me by appheation of the amount of my share, 
estimated at about #86,338.89, on shares of capital 
stock of the Menasha Printing and Carton Com- 
pany subseribed for and to be issued to me by said 
company to the amount of $45,338.89, and request 
that the amount aforesaid be charged to my account 
as such stockholder. and the balance thereof, the 
sum of $41,000 be held to my credit and applied as 
directed on purchase price of bonds of the Menasha 
Printing and Carton Company when issued.’’ 

A. [| don’t doubt—— 

@. There is a little more to it: 

“And | hereby acknowledge that I have received 
of the Menasha Carton Company the sum of &S6,- 
338.89 to be applied in payment of the share of 
such purchase price in the assets of said Menasha 
Carton Company, belonging to me as a stockholder 
of said company, and the share to be distributed 
to the shares of capital stock owned by me in such 


corporation. 
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(Testimony of George 8. Gaylord.) 

‘‘Dated, Menasha, Wisconsin, this 30th day of 
Auoust, Wi. 

“Signed, G. 8. Gaylord.’’ 

A. Yes. Well, I don’t doubt that is true. I 
don’t recollect it at all. It sounds to me lke a 
formal application to the Wisconsin authorities for 
the issuance of stock, but it merely reiterates what 
already appears in our own exhibit, merely [373] 
checking the amounts as appeared in our books, 
which had nothing to do with value. 

Mr. Coon: I believe that is all. 


Redirect Examination 
By Mr. Dockweiler: 

Q. Do I understand that those amounts. as you 
testified yesterday, were the book or appraisal value 
of the assets on the books, exclusive of earning 
power and exclusive of good will? 

A. They were, exactly. 

Mr. Dockweiler: That is all. 

Mr. Coon: No further questions. 

The Judge: You are excused. 

(Witness Excused.) 

Mr. Dockweiler: We rest, vour Honor. 
The Judge: Anything further? 

Mr. Coon: Respondent rests, vour Honor. 

The Judge: Then the ease will stand submitted 
upon the filing of briefs. 

Hearing Concluded. 


Petitioners’ HK!xlhibits Nos. 1 to 6. inclusive. re- 


ferred to in the foregoing Statement of Evidence 
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and Respondents’ exhibits Nos. A, Bb, C.D, bk. Pr 
So oO, dod, % L, M,N, OP @& Rh BT ad VU, 
referred to im said Statement of Evidenee. are 
transmitted herewith and made a part of this Stat 
ment of Evidence as if fully set forth hereim. Said 
petitioners, George S. Gaylord and Gertrude H. 
Gaylord, tender and present the foregoing as [3874] 
their Statement of Evidence in these causes and 
pray that the same may be appreved by The Tax 
Court of the United States and made a part of the 
record in said causes. 
THOMAS A, J. DOCKWEILER 

whose post office address is 1035 1. N. Van Nuys 

Building, 210 West Seventh Street, Los An- 

geles 14, California. 

JAMES W. BONTEMS, C.P.A., 

whose post office address is 215 West Sixth Street, 

Los Angeles 14, California. 
Attorneys for said petitioners George 8S. Gaylord 

and Gertrude H. Gaylord. 
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Personal service of a copy of the foregoing 
Statement of Evidence is hereby acknowledged 
this 13th day of November, 1944. Agreed to: 

J. P. WENCHEL, 
Chief Counsel, Bureau of 
Internal Revenue; 
B. H. NEBLETT, 
Division Counsel, Bureau of 
Internal Revenue; 
HAROLD D. THOMAS, 
EARL C. CROUTER and 
B. M. COON, 
Special Attorneys, Bureau of 
Internal Revenue. 
By J. P. WENCHEL 
CAR 
Attorneys for said Commis- 
sioner. [375] 


ORDER APPROVING STATEMENT 
OF EVIDENCE 
The foregoing statement of evidence is hereby 
approved and settled this .... day of November, 
1944. 


Judge of the United States Court of Tax Appeals. 
[Endorsed]: T.C.U.S. Filed Nov. 18, 1944. [376] 
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The Tax Court of the United States 


Docket No. 109138 


GEORGE S. GAYLORD, 


Petitioner, 


COMMISSIONER OF INTERNAL REVENUE, 


Respondent. 


Docket No. 109273 


GERTRUDE H. GAYLORD, 


Petitioner, 


COMMISSIONER OF INTERNAL REVENUE, 
Respondent. 

STLPULATION 
It is hereby stipulated and agreed by the un- 
dersiened attornevs of record for the petitioners 
and the respondent in the above-entitled cases that 
Exhibit B of the petitions in each of said Gases, 
which purports to be a copy of the omginal Dee- 
laration of Trust, dated November 7, 1985, which 
was introduced at the trial as Petitioner's [x- 
hibit 1, contains two errors in copying, which 

should be corrected as follows: 
Line 12, par. 13, of said Exhibit B of the peti 
tions which reads, ‘‘‘The Northern ‘Trust Company, 
of Chicago, Iinois,”’ should have added thereto the 
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word ‘‘and’’, which was inadyertently A‘d out of 
the copy. [542] 

The last line of page 13 of said Exhibit B, which 
reads, ‘‘bond or bonds of other security whatever 
shall ever be’’ should read, in order to correctly 
conform to the original document, ‘“bond or bonds 
or other security whatever shall ever be”. 

In view of the agreement between counsel that 
the said Exhibits B and C of the petitions shall 
be substituted in evidence for said Exhibits 1 and 4, 
the Court is requested to make the above indicated 
corrections. 

It is further stipulated that the said Exhibit C 
of the petitions is a true and correct copy of the 
original document introduced in evidence as Ex- 
hibit 4. 

(Signed) THOMAS A. J. DOCKWEILER 
(Signed) JAMES W. BONTEMS 
(Signed) By THOMAS A. J. DOCKWEILER 
Counsel for Petitioners. 
(Signed) J.P. WENCHEL ECC 
Chief Counsel, Bureau of 
Internal Revenue. 
Counsel for Respondent. 


[Endorsed]: T.C.U.S. Filed Apr. 12, 1948. 
[543] 


Comm’r of Interns? Revenue 
In the United States Cirenit Court of Appes!s 
for the Ninth Cirenit 
The Vax Court of the United States 


Docket No. 109138 


GEORGE S. GAYLORD, 
Petitioner, 


Vs. 


COMMISSIONER OF INTERNAL REVENUE, 


Respondent. 


The Tax Court of the United States 


Docket No. 109275 


GERTRUDE H. GAYLORD, 
Petitioner, 


V6. 


COMMISSIONER OF INTERNAL REVENUE, 


Respondent. 
PRAECIPE FOR TH RECORD 


To the Clerk of the Tax Court of the United 
States: 

You are hereby requested to prepare, certify 
and transmit to the Clerk of the United States 
Cireuit Court of Appeals for the Ninth Cirenit, 
with reference to the petitions for review of the 
above named petitioners George S. Gaylord ated 


Gertrude HH. Gavlord heretofore filed hy them, iy 
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the above entitled and referred to causes, within 
forty (40) days from the filing of said petitions, a 
tvpewritten copy of the record on review in said 
above entitled and referred to causes, all as re- 
quired by law and the rules of said court, and to 
include [544] in the transcript of said record so 
to be prepared, certified and transmitted the fol- 
lowing documents and records or certified copies 
thereof, to-wit: 

(1) The docket entries of all proceedings be- 
fore or in the United States board of Tax Appeals 
and/or The Tax Court of the United States in 
each of said above causes, Docket Nos. 109138 and 
109278 ; 

(2) Petition of said petitioner George 8. Gay- 
lord, including Exhibits A, B, C, D, E, F, G and H 
thereto ; 

(3) Answer of the respondent commissioner to 
said petition ; 

(4) Petition of said petitioner Gertrude H. 
Gaylord, including Exhibits A, B, C, D, E, F, G@ 
and H thereto; 

(5) Answer of the respondent commissioner 
thereto; 

(6) I*indings of Fact and opinion of the Tax 
Court of the United States in said two causes, 
Docket Nos. 109138 and 109273, promulgated Feb- 
ruary 18, 1944; 

(7) Said petitioners’ Motion For Reconsidera- 
tion By The Tax Court Of The United States Of 
Its Decision Promulgated February 18, 1944, In 
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The Above Entitled And Referred To Proceedings 
Determining (1) Vhat The Income For The Years 
1936 Through 1939 Of The Trust Involved In Said 
Proceedings Was Taxable To The Above Named 
Petitioners And (2) That The Basis For 
Computing Gain On Certain Corporate Stock Sold 
By Said Petitioners And Said Trust During The 
Years 1936 Through 1939 Was Not $8.21 Per Share 
filed with the clerk of said court Mareh 17, 1944; 

[545 ] 

(8) Order of said court denying said motion; 

(9) Respondent’s Computation For Entry Of 
Decision in said cause No. 109273, filed with the 
clerk of said court May 17, 1944; 

(10) Respondent’s Revised Computation For 
Kntry Of Decision in said cause No. 109138, filed 
with the clerk of said court July 13, 1944; 

(11) Decision of said court entered in said 
cause No. 109273 July 14, 1944; 

(12) Decision of said court entered in said 
cause No. 109138 August 4. 1944; 

(13) Said petitioner George 8S. Gaylord’s Peti- 
tion For Review Of Decision Of The ‘Tax Court 
Of The United States in said cause No. 109138, 
filed with the clerk of said court October 11, 1944: 

(14) Notice of filing of said petition and ad- 
mission by the attorneys for said respondent of 
service of copy of said petition and of said notice, 
filed with the clerk of said court October 11, 1944: 

(15) Said petitioner Gertrude H. Gaylord’s 
Petition For Review Of Deeision Of The Tax 
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Court Of The United States, filed with the clerk 
of said court October 11, 1944; 

(16) Notice of filing of said petition and ad- 
mission by the attorneys for said respondent of 
service of copy of said petition and of said notice, 
filed with the clerk of said court October 11, 1944; 

(17) Statement Of Evidence, including peti- 
tioners’ [546] exhibits Nos. 2, 3, 5 and 6 and re- 
spondent’s exhibits Nos A, B, C. D, E, F, G, H, J, 
J, K, L, M, N, O, P, Q, BS, T and U trerermas 
to therein ; 

(18) Stipulation between counsel for said pe- 
titioners and counsel for said respondent regard- 
ing Exhibits B and C to the petitions to the Board 
of Tax Appeals of said petitioners, which exhibits 
were substitinted in evidence for petitioners’ Ex- 
hibits 1 and 4; 

(19) Any and all orders of enlargement or ex- 
tension of time for the preparation, certification, 
transmission and delivery of the records on said 
reviews; and not included in record 


ol 
~) 
cr 
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(20) This praecipe or designation of peer) py 
the admission of service thereof, 
/sf (Thomas A. J. Doekweiler) 
whose post office address is 
10350 LN. Van Nuys Building 
210 West Seventh Street 
Los Angeles 14, California 
/3/ (James W. Bontems, C.P.A.) 
Whose post office address is 
215 West Sixth Street 
Los Angeles 14, California 
Attorneys for said petitioners 
George S. Gaylord and Ger- 
trude H. Gaylord. [547] 
Personal service of a copy of the foregoing Prae- 
cipe for The Record is hereby acknowledged this 
13th day of November, 1944. Agreed to: 
J. P. WENO, 
Chief Counsel, 
Bureau of Internal Revenue; 
B. H. NEBLET'T, 
Division Counsel 
sureau of Internal Revenue ; 
HAROLD D. THOMAS, 
FARL CC. CROUTICR and 
B. M. COON, 
Special Attorneys, 
Bureau of Duternal Revenue. 
By J.P. WENGHAL (C.A,8.) 
Attorneys for said (Hh 
sioner, [548] 
[Endorsed]: T-C.U.S. Piled Nov. 15, 1944. 
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The Tax Court of the United States 
Washington 


Docket No. 109138 


GEORGE 8S. GAYLORD, 
Petitioner, 
Vi: 


COMMISSIONER OF INTERNAL REVENUE, 
Respondent. 


or 


Docket No. 109273 


GERTRUDE H. GAYLORD, 
Petitioner, 
A 


COMMISSIONER OF INTERNAL REVENUE, 
Respondent. 
CERTIFICATE 


I, B. D. Gamble, Clerk of The Tax Court of the 
United States do hereby certify that the foregoing 
pages 1 to 548, inclusive, contain and are a true 
copy of the transcript of record, papers, and pro- 
ceedings on file and of record in my office as caled 
for by the Praecipe in the appeal (or appeals) 
as above numbered and entitled. 
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In testimony whereof, | hereunto set my hand 
and affix the seal of The Tax Court of the United 
States, at Washington, in the District of Columbia, 
this 23d day of November, 1944. 

(Seal) bB. D. GAMBLE 
Clerk, 
The Tax Court of the United 
States. 


[Endorsed]: No. 10936. United States Cireuit 
Court of Appeals for the Ninth Circuit. George 
S. Gaylord, Petitioner, vs. Commissioner of Inter- 
nal Revenue, Respondent. Gertrude H. Gaylord, 
Petitioner, vs. Commissioner of Internal Revenue, 
Respondent. Transeript of the Record. Upon Pe- 
titions to Review a Decision of The Tax Court of 
the United States. 


Filed November 29, 1944. 
PAUL P. O’BRIEN 
Clerk of the United States Cireuit Court of Appeals 
for the Ninth Circuit. 
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In The United States Circuit Court of Appeals 
For The Ninth Cire@uit 


Docket No. 10936 


GEORGE 8S. GAYLORD, 
Petitioner, 
VS. 


COMMISSIONER OF INTERNAL REVENUE, 
Respondent. 


GERTRUDE H. GAYLORD, 
Petitioner, 
Vs. 


COMMISSIONER OF INTERNAL REVENUE, 
Respondent. 


ADOPTION OF ASSIGNMENTS OF ERROR 
INCLUDED IN PETITIONS FOR EE- 
VIEW WITHIN TRANSCRIPT OF REC- 
ORD AND DESIGNATION FOR PRINT- 
ING ENTIRE TRANSCRIPT 


To The Honorable Justices of the United States 
Circuit Court of Appeals for the Ninth Cireuit: 


The above named petitioners George 8. Gaylord 
and Gertrude H. Gaylord, by and through their 
undersigned attorney Thomas A. J. Dockweiler, do 
hereby adopt as their points on appeal the assign- 
ments of error included in the petitions for review 
of said petitioners within the transeript of record 
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in the above entitled causes heretofore filed with 
the clerk of said Cireuit Court and said petitioners 
desire the record as certified to said clerk to be 
printed in its entirety and so designate for printing 
the entire transcript. 


Dated this 2nd day of December, 1944. 
THOMAS A. J. DOCKW ELLER 
Attorney for said petitioners, 
George 5S. Gaylord and 
Gertrude Fl. Gaylord. 


Personal service of the foregoing Adoption of 
Assignments of Error Included in Petitions for 
Review Within Transeript of Record and Designa- 
tion for Printing Entire Transeript is hereby ac- 
knowledged this 4th day of December, 1944. 

J. P. WENCHEL, 
Chief Counsel, Burean of 
Internal Revenue; 
B. H. NEBLIETT, 
Division Counsel Bureau of 
Internal Revenue ; 
HAROLD D. THOMAS and 
B. M. COON, 
Special Attorneys, Bureau of 
Internal Nevenue. 
By SAMUEL O. CLARK, JK. 
Attorneys for said Commis 


sioner. 


[Endorsed]: Filed Dec. 11, 1944. Paul P. 


O'Brien, Clerk. 


